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THE PRESIDENT’S MANAGEMENT AGENDA:
ARE AGENCIES GETTING TO GREEN?

WEDNESDAY, FEBRUARY 11, 2004

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT EFFICIENCY AND
FINANCIAL MANAGEMENT,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 2 p.m., in room
2247, Rayburn House Office Building, Hon. Todd R. Platts (chair-
man of the subcommittee) presiding.

Present: Representatives Platts, Towns, and Maloney.

Staff present: Mike Hettinger, staff director; Dan Daly, counsel,
Larry Brady and Tabetha Mueller, professional staff members;
Amy Laudeman, legislative assistant; Sarah D’Orsie, clerk; Adam
Bordes, minority professional staff member; and Jean Gosa, minor-
ity assistant clerk.

Mr. PLATTS. This hearing of the Government Reform Subcommit-
tee on Government Efficiency and Financial Management will come
to order. Our ranking member, Mr. Towns, is on his way and will
be here shortly, and we will turn to him for his opening statement
once he arrives.

As elected representatives of the people, we have a responsibility
to use taxpayer dollars in the most efficient, effective manner pos-
sible. Only by better understanding how these dollars are spent
and managing the Federal Government in a more transparent, re-
sults-oriented way, can we begin to govern with accountability.

President George Bush’s management agenda is the most aggres-
sive attempt by any administration to achieve this goal, and I cer-
tainly commend the administration for its steadfast efforts in this
area. The administration’s Program Assessment Rating Tool
[PART], implemented for the first time last year, seeks to tie fund-
ing sources to outcomes at the program level. PART is a key tool,
not only in the President’s management agenda, but also as part
of the broader performance-based accountability effort encompassed
by the Government Performance and Results Act [GPRA].

The vision behind GPRA was an effective, efficient government
that produced tangible results, results that would form the basis
for budgetary decisions. GPRA was intended to serve as a firm
foundation on which to build a structure of performance manage-
ment, and the President’s management agenda is a logical evo-
lution in bringing about such reform. The budget and performance
integration aspect of the President’s management agenda brings us
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closer than ever to one of the most elusive, yet critical goals—link-
ing performance to budgeting decisions.

PART, as it has been implemented in the last two budget cycles,
is a proven and effective management tool. Agencies now under-
stand what is expected of them in the PART process and are begin-
ning to manage for results. This year, unlike last, a number of
budget decisions can be directly linked to the use of the PART, but
there is still a long way to go. The PART, as a budgetary tool, con-
tinues to evolve.

Results should certainly be an important factor underlying budg-
et decisions. Efforts to infuse performance-oriented information into
the allocation of resources will, by definition, provide better in-
formed budget decisions, as well as help to improve the programs
being reviewed.

Today we will hear from two senior administration officials with
unique perspectives on the implementation of the President’s man-
agement agenda and PART. Clay Johnson, Deputy Director for
Management at the Office of Management and Budget, is respon-
sible for implementing these reforms governmentwide and brings a
broad perspective. From the agency perspective, Deputy Secretary
of Energy Kyle McSlarrow is here to provide the subcommittee
with specific information on successful reforms at the Department
of Energy. I would like to thank each of you for your attendance
and participation in this hearing and also for your extensive prepa-
ration and your written testimonies that you have submitted.

[The prepared statement of Hon. Todd Russell Platts follows:]
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COMMITTEE ON GOVERNMENT REFORM
SUBCOMMITTEE ON GOVERNMENT EFFICIENCY AND FINANCIAL MANAGEMENT
CONGRESSMAN TODD RUSSELL PLATTS, CHAIRMAN

OVERSIGHT HEARING
STATEMENT BY TODD RUSSELL PLATTS, CHAIRMAN

“The President’s Management Agenda — Are Agencies Getting to Green?”
Wednesday, February 11, 2004
2:00 p.m.

As elected representatives of the people, we have a responsibility to use taxpayer dollars in the
most efficient, effective manner possible. Only by better understanding how these dollars are
spent and managing the Federal government in a more transparent, results-oriented way, can we
begin to govern with accountability.

President George Bush’s Management Agenda is the most aggressive attempt by any
administration to achieve this goal. The Administration’s Program Assessment Rating Tool
(PART), implemented for the first time last year, seeks to tie funding sources to outcomes at the
program level. PART is a key tool, not only in the President’s Management Agenda, but also as
part of the broader performance-based accountability effort encompassed by the Government
Performance and Results Act.

The vision behind GPRA was an effective, efficient government that produced tangible results —
results that would form the basis for budgetary decisions. GPRA was intended to serve as a firm
foundation on which to build a structure of performance management, and the PMA is a logical
evolution in bringing about such reform. The budget and performance integration aspect of the
PMA brings us closer than ever to one of the most elusive, yet critical, goals — linking
performance to budgeting decisions.

PART, as it has been implemented in the last two budget cycles, is a proven and effective
management tool. Agencies now understand what is expected of them in the PART process and
are beginning to manage for results. This year, unlike last, 2 number of budget decisions can be
directly linked to the use of the PART, but there is still a long way to go. The PART, as a
budgetary tool, continues to evolve.
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Results should certainly be an important factor underlying budget decisions. Efforts to infuse
performance-oriented information into the allocation of resources will, by definition, provide
better-informed budget decisions.

Today we will hear from two senior Administration officials with unique perspectives on the
implementation of the PMA and PART. Clay Johnson, Deputy Director for Management at the
Office of Management and Budget, is responsible for implementing these reforms government-
wide and brings a broad view. From the agency perspective, Deputy Secretary of Energy, Kyle
McSlarrow, has agreed to provide the Subcommittee with specific information on successful
reforms at DOE. 1would like to thank each of you for your time today.

#HiH#
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Mr. PraTTs. With Mr. Towns not being present yet, I think what
we will do is go ahead and swear in our witnesses and allow you
to begin your opening statements. Then we will come back to Mr.
Towns at the time he arrives and you have concluded your testi-
mony.

If T could ask our two witnesses to stand and any staff who will
be advising you as part of your testimonies here today to also stand
and raise your right hands.

[Witnesses sworn.]

Mr. PrATTS. The clerk will reflect that both witnesses affirmed
the oath.

Again, we appreciate your substantive written testimonies that
will complement your oral testimonies here today. We would ask
that you stay to roughly 5 minutes, but you bring valuable insights
to this performance assessment process and so I'd rather we go
long and you get a chance to share your thoughts than have you
worry specifically about the 5-minute rule.

I would also like to highlight for all of our attendees here today
a little bit about each of your backgrounds.

Clay Johnson is the Deputy Director of OMB. Previously, Mr.
Johnson served the President as an assistant for Presidential per-
sonnel. From 1995 to 2000, Mr. Johnson worked for then Governor
Bush, first as his appointments director and then as his chief of
staff. In addition, he has held a number of prominent positions in
the private sector. Again, we’re delighted to have you here and to
have your expertise shared with the committee. So if you would
like to proceed with your testimony.

STATEMENT OF CLAY JOHNSON III, DEPUTY DIRECTOR FOR
MANAGEMENT, OFFICE OF MANAGEMENT AND BUDGET

Mr. JOHNSON. Mr. Chairman, thank you for having us. We, Con-
gress and the executive branch, can make the Federal Government
results-oriented, which is what you talked about in your opening
comments. We both of us, Congress and the executive branch, are
accustomed to focusing on the amount of money we are spending
as a validation for how much the Federal Government is committed
to an objective. But the better measure of our commitment is not
how much we are spending, or even how hard we are working. The
better measure is what results we achieve on behalf of the Amer-
ican people.

We can assess the performance of every Federal program, and if
a program is not working as intended, we can work together to de-
cide what to do about it. We can review and evaluate the cost of
each program and activity, and if the cost is not considered to be
satisfactory, we can work to reduce it to more acceptable levels.

We can assess how government assets are being managed, main-
tained and deployed. We can assess the service levels we provide
our customers—our citizens, taxpayers, State and local govern-
ments, and businesses—and if the service levels are not considered
to be satisfactory, we can work to make them acceptable.

We can create a results-oriented government, one that assesses
its performance, controls costs, and manages assets and service lev-
els to better serve the taxpayers and citizens. We can do this and
we have begun to do so.
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The President’s management agenda, and its executive branch
management scorecard, help us do this. We are holding agencies
accountable for becoming results oriented. Perhaps the most impor-
tant achievement of the PMA, so-called, is the fact that many agen-
cies are now using meaningful program performance information in
their budget and management decisionmaking. In particular, a
third of the government’s major agencies meet regularly to use per-
formance information to make program management decisions.
Agencies, such as the Agriculture Department, Education, HHS,
Department of Justice, Transportation, VA, EPA, GSA, NASA, En-
ergy Department, agencies are using information gleaned from pro-
gram assessments to identify program strengths and weaknesses
and take appropriate action. Their assessments have improved pro-
gram results. These assessments are causing us to ask consistently
whether programs are working and, if not, what we should do
about them.

One of the most visible factors affecting a program’s performance
is funding. But I believe far too much attention is devoted to how
much we are spending rather than how much we are getting for
what we spend. Over time, funding should be targeted to program
that can prove they achieve measurable results. I have included a
table with my written testimony that shows not only all of the
PART ratings, but the funding recommended for each assessed pro-
gram in the President’s 2005 budget. As you will see from that doc-
ument, a PART rating does not today, nor should it ever, result in
an automatic funding decision. Indeed, a rating of “Ineffective” or
“Results Not Demonstrated” may suggest that greater funding is
necessary to overcome identified shortcomings, while a program
rated “Effective” may be in line for a proposed funding decrease be-
cause we have higher priorities or have already achieved the de-
sired result.

The PART is a vehicle for improving program performance. It
builds on the strong foundation laid by the Government Perform-
ance and Results Act. Without the strategic and performance plan-
ning agencies conducted under this important law, there would be
no basis on which to judge an agency’s performance management
practices or the goals by which it measures success. The PART re-
inforces the law’s important requirements to set outcome-oriented
goals and measure progress against those goals.

We will continue to improve agency and executive branch imple-
mentation of GPRA by insisting GPRA plans and reports meet the
requirements of this law and the high standards set by the PART.
Codification of the requirement to conduct assessments of program
performance would be a welcome complement to the statutory man-
agement framework laid by GPRA, easy for me to say.

As more and more program assessments are conducted, the vast
majority of budget and management decisions will be significantly
influenced by information about how programs are performing.
Agencies will be better able to describe to Congress and the tax-
payer what his or her funding is purchasing and will be managing
so that each year improvements in efficiency and service delivery
can be documented. This is our goal, yours and ours—a results-ori-
ented government. Thank you.

[The prepared statement of Mr. Johnson follows:]
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Statement of
The Honorable Clay Johnson III
Deputy Director for Management
Office of Management and Budget

before the

Subcommittee on Government Efficiency
of the
Committee on Government Reform
U.S. House of Representatives

February 11, 2004

We can make the Federal Government results-oriented. We know it won’t be
easy. We are accustomed to focusing on the amount of money we’re spending as a
validation for how much the Federal Government is committed to an objective. But
the better measure of our commitment is not how much we’re spending, or even
how hard we’re working. The better measure is what results we achieve on behalf
of the American people. Together we can increase the focus on results and make
the Federal Government a results-oriented organization. And all can benefit from
this change: citizens, taxpayers, Federal employees, and Congress.

We can assess the performance of every Federal program, and if a program
is not working as intended, we can work together to decide what to do about it.
We have begun to do this, to evaluate program performance with the agencies and
Congress. The Administration has just published its assessment of 40 percent of
the government’s programs, and will soon complete more assessments so that by
this time next year, we will have evaluated the performance of 60 percent of the
government’s programs. In three more years, we plan to have assessed the
programs that account for almost all of the Federal Budget. Based on these
assessments, we are making and implementing recommendations regarding the
management, structure, and funding of programs to best produce the intended
results. I discuss this in greater detail below.

We can review and evaluate the cost of each program and activity, and if the
cost is not considered to be satisfactory, we can work to reduce it to more
acceptable levels. We have begun this process.
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We are working to ensure that agencies have accurate and timely financial
information with which to make better cost and performance decisions. Today,
most major agencies are getting clean audit opinions and making the audited
information available in less time. With a clean audit opinion, agencies can ensure
they are responsibly accounting for the people’s money. If it takes an agency five
months to issue an audited financial statement, however, it 1s unlikely that the
agency has timely and accurate financial information available to them on a regular
basis. Eight agencies already issued audited financial reports by mid-November, as
part of the overall effort to have agencies produce audited financial statements by
November 15th this year.

We are working to eliminate erroneous payments, those payments or
services that are diverted from intended recipients. Agencies are taking important
steps to measure payments made in an incorrect amount and/or to an ineligible
recipient. Information we have about erroneous payments tells us that programs
that make almost $1 trillion in payments annually make erroneous payments that
exceed $35 billion annually. With the enactment of the Improper Payments
Information Act, agencies now develop and implement erroneous payment plans
that will eventually lead to the review of every dollar the government spends. We
are determined, with Congress’ help, to provide agencies with the tools they need
to accomplish that goal.

We are working to ensure agencies are getting the greatest value for the
taxpayer by establishing the infrastructure necessary to conduct public-private
competitions, a process known as competitive sourcing. Agencies can identify the
positions that are suitable for competition, and can conduct competitions. They are
finding the most effective and efficient ways for their employees to perform
commercial activities and comparing this to private sector solutions to determine
which sector can provide the most effective, cost-efficient results.

We are working to manage our $60 billion annual investment in IT in a more
fiscally responsible fashion. Agencies are doing a better job telling us what we are
getting in the way of results from our IT dollars. We are improving information
security and preventing more and more duplicative IT investments. For example,
because of e-Travel, the new web-based, consolidated Federal travel management
system, the government expects to spend nearly $300 million less over the next 10
years on travel-related activities.

We can assess how government assets are being managed, maintained and
deployed, and we have begun this process. Of course, the government’s most
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important “asset” is its workforce. Agencies are working to ensure that leadership
“and critical skill needs are being met, that every employee knows how they can
most effectively contribute to the accomplishment of the agency’s mission, and
that management is focused on helping their employees be most effective and
successful.

In addition, we are working to better manage the government’s hundreds of
billions of dollars in real property assets. While much of the Federally-owned real
and personal property assets are used to support agency missions, it is not clear
how many of these properties are actually being used in an efficient manner. Much
of the government’s real property no longer serves the needs for which it was
originally intended. As a result, there is a great deal of underused and unneeded
real property within the Federal Government. We recently launched a new
initiative that will take us on the important path to more effective and efficient
stewardship of Federal real property assets.

We can assess the service levels we provide our “customers,” our citizens,
taxpayers, state and local governments, and businesses, and if the service levels are
not considered to be satisfactory, we can work to make them acceptable. We have
begun this process. Agencies are investing more than $250 million in E-Gov
projects this year, many of which are specifically designed to provide more
customer-oriented service to the American taxpayer. Thanks to the Free File
program, most Americans can now file their taxes over the Internet for free. And
Grants.gov makes it easier for potential recipients to obtain information about
Federal grants by creating a single, online site for all Federal grants.

We can create a results-oriented government, one that assesses its
performance, controls costs, and manages assets and service levels to better serve
the taxpayers and citizens. The President’s Management Agenda, with its
Executive Branch Management Scorecard, helps us do this. We are holding
agencies accountable for becoming results-oriented. Agencies are better managed
and achieving greater results than they were two-plus years ago. They are
managing their finances and investments more professionally and efficiently. They
are providing better service to the American people. They are better directing and
helping the civilian workforce be more effective and successful.

The Scorecard, which is used to assess both agencies’ overall status in
achieving the long-term PMA goals, as well as their quarterly efforts in working
toward those goals, is included with my testimony and shows that agencies have
made real progress towards becoming results-oriented organizations.
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« Agencies have significantly improved their performance in about half of
the 130 scores that are assigned in the five areas that are the focus of the
PMA, up from just 15 percent two years ago. (Twenty-six agencies are given
quarterly scores of red, yellow, or green in each of five government areas in
need of management improvement, for a total of 130 scores.)

» Agencies improved in just 14 areas in 2002, but improved in 28 areas in
2003. Agencies achieved six additional green scores in 2003, up from just
two in 2002.

What began as the President’s Management Agenda is now becoming the
agencies’ management agenda. The Budget and Performance Integration
Initiative, which we are here to talk about today, is a perfect example. Many
agencies are now using meaningful program performance information in their
budget and management decision making. In particular, a third of the
government’s major agencies meet regularly to use performance information to
make program management decisions. Agencies are using the information gleaned
from program assessments to identify program strengths and weaknesses and take
appropriate action. Their assessments have improved program results.

Agencies have now assessed the performance of approximately 400 Federal
programs, representing more than one tritlion dollars in Federal spending. Asl
mentioned, in 2004, agencies will complete assessments for an additional 20
percent of government spending. We are working with agencies now to choose the
programs we will assess based on a host of factors, including the overall budget
impact of a program or whether the program will be up for reauthorization. In
addition, we are planning to examine multiple programs across government with
similar missions so we can share best practices among like programs. These
assessments are causing us to ask consistently whether programs are working and,
if not, how we can make them work. For instance:

« - Last year, the Administration on Aging, which provides services that benefit
the elderly so they can remain in their homes and communities, could not
measure its impact. This year, the program was able to show it was
moderately effective after demonstrating that its services enable the elderly
to remain in their homes and communities and setting goals for increasing
the number of people served per each million dollars spent. With level
funding, the program plans to increase by 6 percent in 2004 and 8 percent in
2005 the number of people served per million dollars in funding.

+ The Broadcasting Board of Governors’ efforts to broadcast to Near East
Asia and South Asia could not demonstrate that they were achieving results
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last year. But following the recommendations in last year’s Program
Assessment Rating Tool (PART), the program this year set goals for weekly
audience, program quality, signal strength, and cost-per-listener. The
program dramatically increased its reach to- Arab-speaking countries to an
estimated 10.5 million listeners each week, up from just 3.9 million in 2002
and reduced the cost-per-listener from $1.22 in 2002 to just 88 cents in 2003.

PART assessments show that 152 of the more than 400 rated programs
cannot demonstrate whether they are achieving results. To first demonstrate and
then improve results, agencies are working to adopt clear measures of performance
for those programs and/or implement recommendations to improve program
performance. For instance, as a result of a PART recommendation, the Davis-
Bacon Wage Determination Program, which determines prevailing wage rates for
construction-related occupations throughout the United States, has now identified
quantifiable measures of its performance. In addition, the program is
implementing a multi-year effort to reform the wage determination process and is
undergoing an independent review of its own performance. We will continually
assess program performance to ensure that remedies like this are put in place and
are working to improve results.

One of the most visible factors affecting a program’s performance is
finding. But I believe far too much attention is devoted to how much we are
spending rather than how much we are getting for what we spend. Over time,
funding should be targeted to programs that can prove they achieve measurable
results. I’ve included a table with my testimony that shows not only all of the
PART ratings, but the funding recommended for each assessed program in the
President’s 2005 Budget. As you will see, a PART rating does not today, nor
should it ever, result in an automatic funding decision. Indeed, a rating of
“Ineffective” or “Results Not Demonstrated” may suggest that greater funding 1s
necessary to overcome identified shortcomings, while a program rated “Effective”
may be in line for a proposed funding decrease because we have higher priorities.
For example:

o Although the Youth Activities program was rated *‘Ineffective,”” the
program’s proposed funding remains relatively stable. The program provides
formula grants to States and local areas to provide training to low-income
and other disadvantaged youth to help them secure employment, but does
not have the authority to target funds to the areas of greatest need. To allow
it to be more effective, the Administration proposes to give States and the
Secretary of Labor increased authority to reallocate resources to areas of
need.
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» Despite the Department of Energy’s Distributed Energy Resources
Program’s ‘‘Moderately Effective’” rating, the Administration proposes a
small reduction in funding for the program. The program funds research for
improved energy efficiency of and reduced emissions from on-site energy
production. The decrease in funding is attributable not to the program’s
rating, but to relative priorities among Department of Energy programs.

The PART is a vehicle for improving program performance. It builds on the
strong foundation laid by the Government Performance and Results Act (GPRA).
Without the strategic and performance plarming agencies conducted under this
important law, there would be no basis on which to judge an agency’s performance
management practices or the goals by which it measures success. The PART
reinforces the law’s important requirements to set outcome-oriented goals and
measure progress against those goals.

We will continue to improve agency and Executive Branch implementation
of GPRA by insisting GPRA plans and reports meet the requirements of this
important law and the high standards set by the PART. Codification of the
requirement to conduct assessments of program performance would be a welcome
complement to the statutory management framework laid by GPRA.

As more and more program assessments are conducted, the vast majority of
budget and management decisions will be significantly influenced by information
about how programs are performing. Agencies will be better able to describe to
Congress and the taxpayer what his or her funding is purchasing and will be
managing so that each year improvements in efficiency and service delivery can be
documented. This is our goal, yours and ours; a results-oriented government. We
can achieve it.
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Executive Branch Management Scorecard

Current Status as of December 31, 2003

Progress in implementing the President's
Management Agenda
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Mr. PLATTS. Thank you, Mr. Johnson.

Next we have Mr. Kyle McSlarrow. Mr. McSlarrow is the Deputy
Secretary of Energy. Prior to this assignment, he served as Chief
of Staff to Energy Secretary Abraham.

As Deputy Secretary, Mr. McSlarrow serves as the Chief Operat-
ing Officer of the agency and serves on the President’s Manage-
ment Council. Prior to joining DOE, Mr. McSlarrow served as vice
president of Grassroots.com, as chief of staff to the late U.S. Sen-
ator Paul Coverdell, as well as deputy chief of staff and chief coun-
sel for Senator Majority Leaders Bob Dole and Trent Lott between
1995 and 1997.

Again, thank you for your presence here today. You may proceed.

STATEMENT OF KYLE MCSLARROW, DEPUTY SECRETARY,
DEPARTMENT OF ENERGY

Mr. McSLARROW. Thank you, Mr. Chairman. I am pleased to be
here to discuss how the Department of Energy seeks to achieve the
goals of the President’s management agenda, and especially how
we are integrating performance and budget.

Would you like me to hold?

Mr. PLATTS. Actually, why don’t you continue with your opening,
and then, Mr. Towns, we will come to you for your opening state-
ment.

Mr. Towns. OK. I will just submit it for the record.

Mr. PLATTS. OK. Great. Please continue.

Mr. MCSLARROW. When the President issued his management
agenda in 2001, the PMA scorecard released by OMB rated the De-
partment as “red” in the status column for all five PMA initiatives.
Three years later, in the most recent scorecard, the Department re-
ceived all “yellow” ratings.

The reason is simple. The President’s vision for ensuring that the
Federal Government is efficiently run and results-oriented forced
the Department to make management improvement a top priority.
As a result of the President’s leadership, we are seeing results and
continuing our progress toward making the Department perform-
ance-driven.

We believe we have accomplished a great deal in implementing
the PMA over the past 3 years. And in the interest of time, I am
going to skip over some of this and would be happy to answer ques-
tions about it.

One point I do want to make is that, in addition to what is com-
monly thought of as the five PMA initiatives, an important part
that we have focused on is project management, which is really in-
separable from some of the other initiatives. We have issued a de-
partmental directive that establishes a common Department-wide
framework for managing capital asset acquisitions and a manual
that provides detailed guidance and procedures. Each month I re-
ceive a project status report which identifies all under-performing
projects in the Department’s portfolio and I meet personally with
the senior leaders responsible for these projects. The reason I raise
this is a very simple one. DOE is largely a contractor operated
agency. We have over 100,000 contract employees and about 14,000
Federal employees. So how we manage contracts is integral to ev-
erything else we do.
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When it comes to budget and performance integration, we have
issued a new strategic plan which reflects the Department’s over-
arching mission to advance the national, economic, and energy se-
curity of the United States and includes milestones toward achiev-
ing that mission. The DOE section of the fiscal year 2005 budget
request is based upon our strategic plan and displays how each dol-
lar we spend supports our goals in each of these mission areas.

Under GPRA, the Government must maintain public accountabil-
ity in a consistent manner across all Federal programs. The PART
process is helping the government fulfill that mandate. For all of
its forward thinking, GPRA does not include a forcing mechanism
to validate the quality of performance measures or to require man-
agers to be accountable for meeting commitments. I believe PART
strengthens GPRA by requiring managers to report on results, in-
deed, one-half of the total PART score is based on demonstrated re-
sults, and mandating performance data into budget justifications.

Codifying a requirement that Federal programs be assessed
would strengthen GPRA and ensure that the effort to increase ac-
countability is continued. However, it is important that OMB and
the agencies have the flexibility to determine how assessments are
to be conducted.

The Department of Energy, for our part, has embraced the PART
approach. To date, we have conducted PART reviews for over half
our programs. We will continue on an ambitious schedule and will
use the results to help make better informed programmatic, budg-
et, and management decisions.

I will close there, Mr. Chairman.

Thank you.

[The prepared statement of Mr. McSlarrow follows:]



31

Statement of Kyle E. McSlarrow
Deputy Secretary
U.S. Department of Energy
Before the Subcommittee on Government Efficiency and Financial Management
Committee on Government Reform
U.S. House of Representatives
February 11, 2004

Mr. Chairman, Members of the Subcommittee, I am pleased to be here to discuss
the Department of Energy’s progress in achieving the goals of the President’s
Management Agenda (PMA), especially how we are integrating performance and budget.

When the President issued his management agenda in 2001, it was immediately
embraced by Secretary Abraham and the Department’s leadership team as an opportunity
to make critical management reforms. The first PMA scorecard released by the Office of
Management and Budget rated the Department as “red” in the status columm for all five
PMA initiatives. Three years later, in the most recent scorecard, the Department received
all “yellow” ratings.

The reason is simple: the President’s vision for ensuring that the federal
government is efficiently run and results-oriented forced the Department to make
management improvement a top priority. As a result of the President’s leadership, we are

seeing results and continue our progress toward making the Department performance-
driven.

DOE President’s Management Agenda Highlights

The Department has accomplished a great deal in implementing the President’s
Management Agenda over the past three years.

In the area of human capital, we have restructured our performance management
system to link performance achievermnent with mission accomplishment and developed
comprehensive workforce and succession management plans. We have also launched
project management certification programs to ensure employees managing multi-million
dollar projects have the skills they need to manage projects on cost, on schedule, and
within performance targets.

In the area of competitive sourcing, we have completed three A-76 studies which
will result in savings of about $34 million over a five-year period. The Department’s in-
house team won two of these competitions, including a recent competition to deliver
financial services, which is a testament to the quality of the Department’s staff,

With regard to financial management, we have received an unqualified audit
opinion for five straight years and have no material weaknesses. In addition, we have
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met OMB’s accelerated due dates for producing financial statements and will continue to
do so.

In the area of e-government, we established an enterprise architecture and have
made major strides in standardizing our information technology infrastructure. We have
also developed solid business cases for most of our information technology systems and
are instituting quarterly reviews of major systems projects to ensure they are on schedule
and cost and are meeting performance targets. In addition, we have launched an initiative
to build an integrated business management system. The first modules, which cover
finance and accounting, will become operational by the end of the year.

Improving the way we manage IT and other major projects is one of the
Department’s biggest priorities. The Secretary and I have personally invested significant
time and energy in this critical effort and are holding the Department’s senior leadership
accountable for results,

We have taken several important steps to strengthen project management, We
issued a departmental directive that establishes a common Department-wide framework
for managing capital asset acquisitions and a manual that provides detailed guidance and
procedures. Each month I receive a project status report which identifies all under-
performing projects in the Department’s portfolio. 1meet personally with the senior
leaders responsible for these projects and discuss with them strategies to get the project
back on track.

Each year, the Department spends billions of taxpayer dollars on large projects.
As the Department’s Chief Operating Officer, it is my responsibility to ensure that these
projects are managed efficiently. Itake this responsibility seriously and will continue to
make improving project management a top priority.

While all of the PMA initiatives are important, the initiative with the greatest
impact on the Department is budget and performance integration, This initiative has
reinforced the principles of the Government Performance and Results Act of 1993 and
has forced us to plan, measure, and think in terms of results and accountability.

Over the last three years we have made significant progress in the area of budget
and performance integration. We have issued a new strategic plan which reflects the
Department’s overarching mission to advance the national, economic and energy security
of the United States and includes milestones toward achieving that mission. The
Department of Energy’s section of the FY 2005 President’s budget request is based upon
the Department’s strategic plan and displays how each dollar we spend supports our goals
in the areas of national and energy security, world-class scientific research, and
environmental management.

We have also integrated the Annual Performance Plan, which includes
performance measures for departmental programs and operations, into the FY 2005
President’s budget proposal. By combining our budget request with the performance
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plan, we have established a clear linkage between the dollars we request from Congress
and the benefits provided to the public.

The budget request also includes efficiency and effectiveness measures which will
provide the senior leadership and Congress two important pieces of information: first,
how effective the Department is at meeting its overall mission, and, second, how
efficiently the Department is using its resources in order to meet that mission. We
routinely review and utilize this performance data to assist managerial and budget
decision making.

The Department’s ability to effectively measure its performance has improved
significantly over the past three years. At that time, both our inspector general and an
independent audit cited deficiencies with the Department’s performance measures and
expressed concern that these deficiencies limit stakeholders’ ability to assess our
performance. Specifically, they indicated that many of our performance goals were not
sufficiently outcome-oriented, relevant, or quantifiable. Asa result of a concerted effort
to improve our performance measures, the inspector general has withdrawn his earlier
concerns.

To ensure that the drive toward greater accountability cascades down through the
Department, we are also holding our employees, from senior executives to general
schedule employees, responsible for supporting the agency’s mission and goals.
Performance appraisals and any subsequent awards are based on the individual’s
contribution to the agency’s overall performance and results.

Program Assessment Rating Tool

An innovation in budget and performance integration that the Department is fully
utilizing to improve program management and ensure better use of taxpayer dollars is the
Program Assessment Rating Tool, or PART. This tool was developed and introduced by
OMB in 2002 to support PMA goals by fostering a more disciplined approach to
assessing program performance.

PART is an evidence-based too} that looks at past, present, and future activities of
programs and helps identify how they can be improved. Its value is that it forces
programs to systematically evaluate their performance based on results, not process. It
also provides a standard set of review criteria for government-wide application which
allows improved consistency

Programs reviewed through the PART receive a rating which is considered in
making budget and management decisions. However, PART scores are not the only
factor in making budget decisions. Other factors, such as policy objectives,
Administration priorities, and economic trends, are considered as well. Similarly, a
PART score alone does not necessarily determine whether a program needs more or less
funding. For example, lower than expected PART scores for the Department’s
environmental clean-up program highlighted the need for a more aggressive approach



34

with more clearly agreed-upon milestones. Increased funding for the program was
recommended to implement the turnaround strategy.

PART ratings also help to make government more transparent to citizens. PART
ratings create a public report card, which is posted on the internet to inform the public on
how effectively their tax dollars are being spent.

In accordance with the Government Performance and Results Act (GPRA) of
1993, the government must maintain public accountability, in a consistent manner, across
all federal programs. The PART process is helping the government fulfill that mandate
in ways beyond the requirements of GPRA. For all of its forward thinking, GPRA does
not include a forcing mechanism to validate the quality of performance measures or to
require managers to be accountable for meeting commitments. This resulted in poorly
developed performance measures that were not focused on outcomes.

PART addresses these shortcomings and strengthens GPRA by requiring
managers to report on results (one-half of the total PART score is based on demonstrated
results) and mandating that performance data into budget justifications. This also
improves the quality of performance measures by ensuring alignment between program
activities and agency mission.

Codifying a requirement that federal programs be assessed would strengthen
GPRA and ensure that the effort to increase accountability is continued. However, it is
important that OMB and the agencies have the flexibility to determine how assessments
are 1o be conducted. This will accommodate changing needs and allow the use of
evolving methodologies in measuring performance.

The Department of Energy has embraced the PART approach. To date, we have
conducted PART reviews for over half of our programs (covering over 60 percent of the
Department’s FY 2003 funding). We will continue on an ambitious schedule of PART
assessments and will use the results to help make better informed programmatic, budget
and management decisions.

Looking Ahead

While the Department has made significant progress in implementing the
President’s Management Agenda, many challenges lie ahead. Ata recent conference
with senior leaders from headquarters and the field, the Secretary and I made clear that
we expected the Department to achieve most of the PMA goals this year.

Highlights of what we will accomplish include:
¢ Developing and beginning implementation of a long-term plan for competitive

sourcing,
¢ Deploying the Department’s new core financial system and data warchouse,
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¢ Completing internal reviews of all major IT investments to ensure they are
consistently on cost and schedule and meet performance targets,

s Increasing the number of certified project managers to ensure that DOE
projects are managed using advanced technigues, such as earned value
management, and

e Improving program performance as demonstrated by better PART scores.

I believe that the biggest challenge will be to reshape the Department’s workforce
as employees retire. Improving recruitment, training and retention will be a major focus
at the Department for the next several years.

To ensure our success, I meet monthly with my management council, which is
composed of the Department’s senior leaders, to discuss the progress their organizations
are making in implementing PMA initiatives. I also conduct quarterly management
reviews to evaluate the performance of each organization and issue scorecards rating their
progress. Since much of the Department’s mission is accomplished through its
contractors, especially our laboratories, I have asked the laboratories to designate
coordinators to implement PMA principles. Through these and other steps, I am
confident we will meet the President’s expectations for management reform.

Conclusion

In conclusion, I appreciate the opportunity to testify before the subcommittee on
the Department’s efforts to become a model for management excellence within the
Federal government. We look forward to continuing to work with OMB and the
Congress in the coming months and years on these issues as we move aggressively to
achieve greater results.
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Mr. PLATTS. Thank you, Secretary McSlarrow.

I would like to start maybe with kind of a broad question to both
of you from a governmentwide versus an agency perspective. Clear-
ly, we all share the goal of performance-based management and the
benefits of it. What do you think is the greatest obstacle to achiev-
ing this goal? Is it accurately defining what the outcomes are we
are going to assess for a program? Is it getting program managers
and agency heads to really understand the benefits of it and buy
into the approach in a true good faith manner? Is it resistance of
Congress to really act on the information shared and incorporate
it into budgeting decisions? What would be your thoughts on the
greatest obstacle to this effort?

Mr. JOHNSON. Yes. [Laughter.]

Mr. PrATTS. All the above. A small challenge.

Mr. JOHNSON. A small challenge. I think the biggest challenge is
to just change habits. Right now when the focus is on money, not
what the money buys, we have very specific reference points—$500
million, $5 billion, $50,000—a very specific number. When we focus
on results, we oftentimes have very imprecise information. The
Federal Government is involved in a lot of things that are hard to
measure, and so we are going to find ourselves in situations where
we have 10 or 5 or 15 different measures that get at whether a pro-
gram is working or not, but it will not be an exact measure of it
is an A-minus or it is a B-plus or whatever. But it is much more
relevant and much more productive and steers us toward more
meaningful decisions, I believe, for the benefit of the taxpayer.

So what we, Congress and the executive branch, agencies, have
to get in the habit of is adapting to the new process where we have
more relevant information but oftentimes less precise information,
and just get in the habit of our asking ourselves in budgetary deci-
sions, of authorizing, appropriating decisions, does this work, what
do we know about it based on the fact that it does or does not
work, based on the fact that we do not know whether it works or
not, and based on a whole lot of other factors: What should we do
about the structure of this program, what should we do about its
management, what should we do, if anything, about its appropria-
tions level.

But it is, in general, a new habit, a new way of thinking about
budgets, a new way of agencies interacting with Congress, a new
way of agencies interacting with themselves. There was a great
deal of resistance when we first started talking about this with
agencies 2%z years ago within agencies. They were fearful of focus-
ing on results. I believe they probably conjectured that if you were
associated with a program that did not perform, you were history
and the program was likely to get zeroed out and you would be
without a role in that agency. And they have found that is not the
case. The focus is on not getting rid of things that do not work, but
making things work that do not. But it is just a new thought proc-
ess, it is a new series of habits that I think we are all capable of
doing. Agencies have made that transition and I have every con-
fidence that Congress will do the same, with a lot of help from us.

Mr. PLATTS. Secretary McSlarrow, from the department perspec-
tive.
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Mr. MCSLARROW. I think the last point that Director Johnson
just made is an important one; which is, this is about cultural
change. Getting those managers who reported to me, who were,
frankly, fearful about going out and objectively and honestly rating
themselves and others, was difficult but I think we have gotten
over it. And we still have work to do, to change the mindset that
you are going to be rewarded for fixing problems. Once people got
that, I think then it went along a lot more smoothly. That is al-
ways I think going to be an ongoing challenge.

In terms of the challenges that face PART in general, there is
really one macro and one micro. The macro one I think is, and, ob-
viously, for OMB and others in this hearing, involves our efforts to
get to this point. But for this to work, we have to have every con-
stituent part working together. People have to appreciate and treat
the PART process with credibility and respect, and that obviously
includes a huge role for Congress.

The micro challenge is one that we have struggled with a lot. We
had, in fact, a whole day retreat just trying to come to grips with
it about a year ago. And that is, how do you ensure that the people
who are making the judgments are making the right judgments.
Somebody has to make a judgment. But you should not be the
judge of your own program, rather it should be somebody else on
the outside. In this case, it is OMB. But how do you ensure that
they are well-equipped to make judgments in which you can have
some confidence, and how do you make sure that those judgments
all across the programs are consistent with one another in a way
that the scores actually mean something? And from where I sit, we
have made tremendous progress so that I am comfortable with how
I am being graded and I am comfortable that these are apples to
apples comparisons. But I think that is always going to be a work
in progress.

Mr. PLATTS. You both touched on a number of issues I want to
expand on in more detail. But before I get into some of the specif-
ics, in the broad sense, and maybe first within the departments
and agencies, it sounds like you have made efforts with managers
to get them to understand that this is really a management tool.
And a rating of ineffective does not mean no money, it may mean
that we realize that you do not have enough money to achieve your
goal, or it might mean that you need to rethink how you are spend-
ing that money.

Mr. McSLARROW. Right.

Mr. PrLATTS. And it sounds like with your departmental retreat
trying to develop that process and to educate the people on the
front lines. What efforts have been made with Congress? Because,
Mr. Secretary, as you said, everybody has to buy into this, every-
body has to place true faith in the merits of these assessments for
it to work in the end. What dialog may be between the administra-
tion and the appropriators especially, or with authorizing commit-
tee chairs, is there a process ongoing now with Members of Con-
gress?

Mr. JOHNSON. To move us in general toward the direction of fo-
cusing on results?
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Mr. PrATTS. Yes. To better understand what PART is all about
and how it can be an asset and a benefit to decisionmakers here
on the Hill as well as within the departments and agencies.

Mr. JoHNSON. All right. Well, agencies work with their individ-
ual appropriators. Maybe that is the most important issue, impor-
tant factor. Like NASA has been very successful working with the
VA-HUD Appropriations Subcommittee, and yet other agencies in
VA and HUD are less far along. And it is largely a function of the
fact that Sean O’Keefe and his staff work very, very aggressively
and closely with the appropriation subcommittees to get them to
make that transition, to understand what was not to be feared and
how it was better to focus on these things rather than those things.
And so, there is individual agencies working with their appropri-
ators that could be going on, and we are helping them wherever
we can.

We have called on specific subcommittee chairmen and Members
to address questions they have about performance budgets and
they want reassurances from us and agencies that we are going to
help them make that transition. OMB is also meeting with Govern-
mental Affairs, Government Reform staffs and Members, and
Budget Committee staffs and Members, and other leadership mem-
bers in the House and Senate to talk about what does it mean to
have a Federal Government that is focused on results. Where do
we think we have the opportunity, I would suggest without regard
to who is President, where do we think we have an opportunity to
be 5 years down the road and what does that mean for Congress,
what does that mean for employees, what does that mean for tax-
payers. I think it means all good things to be results-oriented ver-
sus not to be results-oriented. This is to be pursued, not to be
feared.

So there is general background information, there is general
seeking out input from employee groups, from Members of Con-
gress and from their staffs, and then there is specific action with
agencies and their appropriators on specific budget issues.

Mr. PLATTS. And we talked briefly before we started about some
of the language in the appropriations report language.

Mr. JOHNSON. Right.

Mr. PrATTS. Clearly, there has been some better acceptance or
appreciation for the performance-based approach than elsewhere
even within the same appropriations bill. Is that just you think it
is going to take some time to change that mindset and to better
understand what they are being offered?

Mr. JOHNSON. Yes. It is our responsibility to help appropriations
subcommittees make that change. They are used to seeing things
lined up a certain way, and when all of a sudden they get it a dif-
ferent way, I would be resistant, too. Well, they need help, and it
is our responsibility, the agencies’ responsibility to help them make
that transition. But I am without any doubt that 2 years, 3 years
from now all these appropriations subcommittees will be using per-
formance budgets and be glad they are doing so, in my opinion.

Mr. PLATTS. I have some followups, but I would like to yield to
the gentleman from New York, our ranking member, Mr. Towns.

Mr. Towns. Thank you very much, Mr. Chairman. Mr. Johnson,
let me make it sort of clear, I remain concerned that PART may
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be used as a political tool for negatively assessing various social
programs that are not viewed favorably by the administration but
that continue to provide meaningful and vital services to many of
my constituents. I guess a classic example would be HOPE VI pro-
grams, Even Start would be another one, and the Federal Perkins
Loan Program, they are all zeroed out in funding in the President’s
budget because they were deemed ineffective under the PART eval-
uation. Can you explain to me why such conclusions were reached
when you can talk to anybody anywhere and their views are dif-
ferent. Can you tell me how you arrived at that?

Mr. JOHNSON. I know a little bit about Hope VI, I do not know
about the other programs. So let me respond just briefly to Hope
VI, but then respond in general to your question, if that would be
all right.

Mr. TOWNS. Sure.

Mr. JOHNSON. Hope VI, as I understand it, accomplished its de-
signed purpose. It established a goal and it accomplished that pur-
pose. But also, I believe it has been shown year after year that
there was no further contribution being made to the greater goal
of the housing goal that it was associated with. There is strong
commitment in the administration to the housing goal, that I can-
not specify in detail, that you are familiar with. And the feeling
was that program, that money was not doing anything to help fur-
ther the pursuit of the accomplishment of that goal. The commit-
ment to the goal still remains strong. That program did not con-
tribute to the accomplishment of that goal.

Let me give you another example about a program that I am fa-
miliar with that has to do with Adult Literacy. My understanding
it, and my first-hand experience is that adult literacy programs do
not work. At best, they work about 25 percent of the time. We
spend $300 million or $500 million a year on adult literacy and yet
they are successful a pitifully small percent of the time. There the
conclusion is we would like adult literacy. We are not successful
now at teaching adults how to read. We need to figure out how to
do that better. Maybe we structure the program differently, maybe
we provide for more accountability, maybe we get rid of the current
program and replace it with another program. But what we are
doing now does not work.

So my sense of it, my view of Hope VI is what we hoped to ac-
complish in this housing area, what Hope VI was originally de-
signed to accomplish, it either already accomplished or there was
no evidence to suggest that it was accomplishing its desired goal
and that a different program, some alternative program or another
program that already existed should be looked to, to accomplish
that goal.

It is about our ability to accomplish the overall goal, not to main-
tain existing programs. The commitment to these goals remains
large. And the fact that we eliminate a program, an education pro-
gram or a housing program, does not mean there is not a commit-
ment to the goal, it means it was determined that those 13 out of
the 65 programs that have recommended for elimination were con-
sidered to be ineffective at accomplishing the objective. The other
52 programs that have been recommended for elimination were not
necessarily because of results, it was because they were entirely
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duplicative, it was because they had accomplished the goal, because
it was not a high priority. But there were 13 of the 65 where the
primary reason was that they just do not work. But that does not
mean that we are not committed to the objective. It means that
those programs were not considered to be effective at achieving the
goal.

Mr. TowNs. Let me just go at it another way. I am going to men-
tion another program, I am going to leave that alone for a minute.
EPA programs OMB evaluated under PART, 13 programs were
given a rating of “Results Not Demonstrated,” right. The summary
of the assessment of the nonpoint source grant program states that
the administration will significantly reduce funding in recognition
of increased spending on nonpoint source pollution through USDA
Farm Bill programs. I am concerned that the Farm Bill programs
alone simply are not sufficient to meet the need for grants to clean
up nonpoint source pollution. Let me be candid. EPA’s responsibil-
ity to implement and enforce the Clean Water Act, that is their re-
sponsibility, not the USDA. That is the kind of stuff that bothers
me. And I hear you, but when I look at that, would EPA not be
in a better position to do that than USDA?

Mr. JOHNSON. Again, I am sorry, I apologize for not knowing the
particulars of that program. But I would be glad to get back and
respond to you particularly about that program as soon as we get
back to the office and we will put something in writing and send
it to you, sir.

Mr. Towns. Yes. I just have lot of problems here, Mr. Chairman,
because when you look at the fact that when you talk about pro-
grams like HOPE VI and other programs that do a lot of things in
terms of being designed to bring down crime, and then when you
find a situation where that is not the case that it has brought down
and you say the program has achieved its goals, see, that is the
problem I have. I mean, what are you evaluating here? I just think
that maybe some politics might be entering the picture. That is
what I am really having some difficulty with. And then you have
other programs, for instance, that have joint kind of funding from
State, local, and of course Federal, and then of course when you
wipe out, I am not sure as to how this will work. Could you further
convince me? I know my time has expired, Mr. Chairman, but let
me just get an answer.

Mr. JOHNSON. As I mentioned, we have been talking to congres-
sional staff members and we will soon be talking to their Members,
and one of the questions we ask them is, is it likely that a results-
oriented government is going to be well thought of by Congress?
And the focus, the answer that we got back, and I was kind to hear
it, is that focusing on program results or agency results is good, it
is what we should all be aspiring to do. We define what our goal
is, not necessarily what our program goal is, but what are the over-
all objectives—what are the President’s priorities, what are Con-
gress’ priorities, what kind of funding, what kind of programs we
have to address those larger objectives. Are we then accomplishing
those objectives? If we are not accomplishing those objectives, then
Congress or somebody else can decide that is not a priority for us.
But as long as it is a priority, we have to figure out how to make
those programs work. And if we cannot make those programs work,
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we need to recommend that they be suspended and that the money
be spent elsewhere or that something else be done with the money,
give it back to the taxpayers, we spend it on something else, we
structure a different program to approach that objective.

I do not believe it necessarily has to be driven by politics. I think
the debate has to be what is the intended result, what is the in-
tended change in the status quo that we seek, would the result of
this combination of, in this case, housing programs accomplish
that, how are each of the programs contributing to the desired re-
sult. If they are not contributing the desired result, the desired re-
sult which Congress and the executive branch has said is a worthy
goal, then we need to figure out more effective ways of spending
that money, more effective programs designed to get at the desired
result. So I do not think that there is any more risk than normal
for politics to be involved in what goes on here. In fact, I think it
makes the debate potentially much less focused on politics and
much more focused on intended outcomes.

Mr. Towns. Well, let me say this and then I yield back, Mr.
Chairman. I just think it is EPA’s responsibility to implement and
enforce the Clean Water Act and then I just cannot see USDA as-
suming the responsibility when EPA is in a much better position
to do it than anybody, they have the experts. That just does not
make any sense to me. I might as well be honest with you.

Mr. JOHNSON. Yes. And I will be glad to get back to you with all
that. I really just do not know anything about it.

Mr. Towns. OK. Good. I yield back, Mr. Chairman.

Mr. PrarTts. Thank you, Mr. Towns. Let me expand on Mr.
Town’s question. One of the challenges, and it is about kind of
changing our mindset and how we look at decisions, you referenced
Even Start, as an example, as deemed ineffective and being zeroed
out, family literacy programs. If we look at it only in the light of
we are assessing that program, saying we are going to stop invest-
ing in literacy, it would I think maybe seem possibly more partisan
oriented or a partisan agenda verses policy oriented. Because if you
look at it in the big picture and the goal is how we best achieve
that goal, my understanding is the administration in zeroing out
Even Start recommended and did move all of its money to an Early
Reading First program. And that is the key with the PART process.
As you look at the big picture, it is how do we truly achieve literacy
for these families and their children. And if we do it in the big pic-
ture, it kind of all fits together in a more logical sense than if you
look at that individual program. Am I accurate in that kind of sum-
mary of the important approach of how we look at PART and not
just at individual programs, but what is the goal of that program
and how best to achieve it?

Mr. JOHNSON. Right. I would agree with that summary, and I
think particularly any program that is recommended for elimi-
nation in the field of education. I do not think anybody would say
that President Bush or the administration is not committed to all
things related to education. But we are committed to being results
oriented. And if we are spending money on a program that does not
help us achieve the desired result, literacy or whatever it is, then
we should find a more effective way to pursue that desired out-
come.
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Mr. PLATTS. And that is certainly going to be one of the chal-
lenges for everybody and I think particularly for Members of Con-
gress. As one who is familiar with Even Start, I saw that and said,
well, what is this here? It seems like that is a significant change
and we need to look at it more to see if it is something we think
we can better achieve the goal by putting those funds into another
program that is focused on a similar effort, or not.

Mr. JOHNSON. Right.

Mr. PLATTS. And I think that is something that does not happen
overnight because it is not the way we have looked at program
funding historically here on the Hill.

Let me get into some of the way you are going about the PART
process. And as it went into second year and about I guess a third
of the original class of PART programs being re-reviewed, how did
you decide what 80 or so programs would get that second review?
What went into that decisionmaking?

Mr. JoHNSON. Well, the agencies decide if they believe there is
likely to be a change in assessment of a program. Because maybe
at the beginning they did not have performance measures, now
they do, they have thought about it and they have come up with
some other ways, they have changed the way it is managed, they
have changed the way it is structured. And when they believe there
is to be a change in the way the program is to be PARTed, they
ask for it to be reassessed. So it is in the agency’s best interest to
have current readings of all their programs. And if they have been
working to change the status, the performance, the measurement
of the outcomes, they request a reassessment. So it is initiated by
the agency.

Mr. PLATTS. How about as you go into the new third round and
which ones are selected? Really not just the third, but what you are
looking at for the 4th, 5th year, kind of in the bigger picture of the
selection process. Same thing, that it is really agency driven?

Mr. JOHNSON. It is both. I think a lot of different things drive
that. One is, agencies will say, well this one comes up for reconsid-
eration, or we have a lot of questions about this program or how
these programs work together. So they will ask for several pro-
grams to be PARTed in the same year so we have that information
with which to better inform the dialog. In other cases, this year we
are going to focus on programs of economic development, and job
training, and I think rural water across the boards, so will be sure
to PART a number of those programs so we can get a cross-agency
look at it. In other cases, it is just pick the next ones, or some
agencies want to the large programs first and do the smaller pro-
grams toward the end. That last 20 percent is going to be probably,
in general, much smaller programs than we have analyzed in the
previous 4 years. But a number of different things go into that
agency and OMB decision on which ones to PART.

Mr. PLATTS. And that kind of leads into the comparisons, like
economic development programs, and in the big picture, where
OMB plays a role, is what you are doing to look at kind of the
cross-cutting, not just looking at economic development at Com-
merce but in every agency. It seems like to have a good under-
standing whether this program is better served by shutting that
down and moving the funds over here, the closer they are PARTed
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together the more informed your decision is going to be. Where do
we stand in that kind of cross-cutting approach?

Mr. JOHNSON. Well PART is one way to look at programs dealing
with the same general issue. The White House has been looking for
the last year at programs that touch and deal with the issue of dis-
advantaged youth. There are hundreds of programs and hundreds
of billions of dollars of money that directly or indirectly go to that
issue. And a good number of them have been PARTed. Even if they
had all been PARTed, PART would only be one of the factors you’d
look at. Because you might have a bunch of programs that work,
but yet a big part of the issue related to disadvantaged youth may
not be addressed by all of our programs and maybe we are double
addressing something over here. So it is how individual programs
work and how consistently their performance measures relate to
one another and so forth. That is one of the factors we look at, but
it is only one of them. There is no magic in a PART. Low score
means this, high score means that. It is one of the things we look
at.

It was the White House’s desire to look at disadvantaged youth
that prompted that analysis, it was not the fact that we had PART-
ed all these programs, because we had not. We had PARTed, as it
turned out, I think a majority of the programs. But we are going
to specifically look at economic development this next year, and so
we try to look at all that because we think there is a great oppor-
tunity there. We know there are a lot questions there about in al-
most every agency there are tens of billions of dollars and is there
a way to do economic development more effectively.

Mr. PLATTS. Yes. The number is maybe like 300 or so different
economic development programs.

er. JOHNSON. Yes, I do not know. It is some incredible number
of.

Mr. PrATTS. Yes. Given that government efficiency is part of our
subcommittee title, it seems like we are probably not being the
most efficient to have that many different programs supposedly fo-
cused on the same goals. So I think getting to that cross-cutting
where it is looking at the service being provided will further
?trengthen the PART process and the actions or benefits that come
rom it.

Mr. Secretary, how about within the Department of Energy, in
your own department’s process of which programs you are doing
the second year? I think you had a couple that were re-reviewed.
How did you specifically as an agency make those decisions?

Mr. McSLARROW. Well, we did. If it were up to me, I would try
to do PART for everything. And I would try to do it every year be-
cause I want to build as many datapoints to actually see why
things are happening. OMB allowed as how that might just com-
pletely swamp the system, and, frankly, it is a good day when I can
have OMB cry uncle. [Laughter.]

The budget is already out; so I guess I can say that. But what
we are trying to do is, we have four major agency missions, and
so what we are trying to do is touch on each of the major food
groups. And as we go through that process, we are going to try and
add new ones to it. And it is going to be a balance, and I do not
know exactly how it will be struck, but it will be balanced between



44

adding new ones and then making sure that we re-PART last
year’s, or certainly ones that were done 2 years ago. I would not
want to go beyond the 2-year period. That would be time to see
whether or not people have implemented the corrective action and
actually gotten results from the PART itself. If you go much beyond
that, I think you just sort of lose any focus you might have.

So, as I say, I think we are fairly ambitious in what we want to
do. Our view is that in addition to all the other good things that
the PART process is doing that we are discussing here today, this
is just a great management tool for us. Even if OMB were not mak-
ing us do it right now, we would do it now.

Mr. JOHNSON. Making you do it?

Mr. MCSLARROW. In a cooperative way. You know, it is just good
management.

Mr. PLATTS. One of the issues that we have been looking at kind
of separate from PART is the financial management systems out
there. Some agencies, departments have made great strides and
are in great shape, and others continue to try to get their hands
around having good information to provide decisionmaking from
the financial management side. If you are PARTing a program that
is in that category, SBA or some that have clearly identified chal-
lenges in the financial management, how is that impacting your
ability to really get an idea of whether they are doing a good job?
Or is that more likely to come up in the “Results Not Dem-
onstrated” because you do not have the information? And maybe
again, from the department and the broader perspective, if you
both could address that.

Mr. McSLARROW. Well, in most cases where we have “Results
Not Demonstrated,” I do not think this is entirely the case with
every one, but with most of them we just simply were not able to
get to the point where we could figure out what the performance
metrics really were. In other words, people had performance
metrics, that included things like, “how many grants did we get out
the door?” “Did we spend all the money that Congress appro-
priated?” And getting to the next level of what are the grants actu-
ally doing was harder in some areas than others, particularly with
applied R&D. And so the difference between last year and this year
for some of those programs, particularly our scientific programs, is
we were able to get to that next level.

In terms of the financial management, that certainly has aspects
to it because the cost accounting, knowing the value of a product
you are getting or the output you are putting out, is something that
we are trying to grapple with. It tends in my mind to be something
that is largely driven by other portions of the President’s manage-
ment agenda. But, and this is probably important to note here, it
is also true that all of these things work together. In other words,
human capital is applicable to all the other PMA initiatives, includ-
ing the PART process, as PART is to human capital. And so they
all do integrate. But at the end of the day, the financial manage-
ment side has a lot of huge challenges. Those are substantive chal-
lenges that we have to fix through the President’s management
agenda and then what PART does is tell us whether or not we are
actually accomplishing it.
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Mr. PLATTS. And then, Mr. Johnson, before you respond, your
comment about getting to that here’s how much we spent and who
got the grant and then really getting to did they achieve any goal,
Maurice McTeague, one of our witnesses last week and last year,
I mean, really, the accountability of outcomes and really which is
I think exactly what we are after here, is you can show us where
you spent the money and how much you spent, but what outcomes
were achieved for it. That is exactly what I think all of us are after,
and I think we have maybe a greater challenge here on the Hill
to embrace that approach. But that approach that your department
is taking is exactly what I think we need to do.

Mr. JOHNSON. On that point, counting the number of grants they
got out the door is an easier number to come by than all this re-
search that they are doing, what are we getting for that, that is
very hard to get at.

Mr. PLATTS. Right.

Mr. JOHNSON. And so that was the earlier point I was making,
suggesting, was that less precise, harder to define, but more rel-
evant.

Mr. PLATTS. And that creates some of the challenge in Mr.
Towns’ question about if it is more subjective, the argument that
maybe it is more politicized is more arguable. But I think the point
that it is, but that is what we are really after. It is the benefit from
the money spent, not just that we spent it as we said we would,
but did we actually achieve a benefit for the taxpayers.

Mr. JOHNSON. My answer to your basic question, first question,
is that a number of agencies, DOD, HHS, HUD I think, are several
years away from having the kind of financial management system
that they want to have. So that hampers them a measuring, as-
signing cost to specific programs or parts of programs. But that
should not hamper them from measuring the results that are being
achieved by programs. So I think the primary shortcoming in the
absence of a good, sound financial management system is the abil-
ity to measure financial performance or efficiency of programs, but
it should not hamstring us from measuring effectiveness of pro-
grams. So that is the basic, most important thing. Until we start
measuring results, we cannot measure results divided by spending,
so we can still focus in the next 2, 3, or 4 years until we get good
financial performance systems on doing a better job of managing
results and then start looking at the cost to achieve those results.

Mr. PrATTS. In the end it will present a better or more complete
picture I guess as we get hand-in-hand, those good financial man-
agement tools in place and that information is part of the review.

Mr. JOHNSON. Yes. Right.

Mr. PrATTS. I guess that somewhat relates to a GAO rec-
ommendation about a governmentwide strategic plan and that
GPRA should be amended to require that in addition to the individ-
ual plans. Would that approach, if we amended GPRA to have that
governmentwide strategic plan, kind of complement well the idea
of using PART, cross-cutting the services we are after, economic de-
velopment, job training, or whatever it may be, would that type of
strategic plan be an asset to what we are looking to do under
PART?
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Mr. JOHNSON. OMB’s feeling is that the budget currently is every
year the President’s strategic plan. The administration talks about
it considers its priorities to be and how recommended spending
lines up relative to those priorities. And if programs are not con-
tributing to the pursuit of those objectives, how we propose drop-
ping them, or expanding them, or keeping them the same, or what-
ever. So we approach the budget, the administration does, as if its
budget is to serve as a strategic plan. And we are not sure we un-
derstand what the argument is for an additional planning docu-
ment.

Mr. PLATTS. That the budget and PART being incorporated into
that budget really is flowing from that administration identified
strategic plan.

Mr. JOHNSON. Right. Right.

Mr. PLATTS. The challenge—I apologize, we keep touching on dif-
ferent things and I'm jumping around here a little bit. I want to
get to the codification issue and, if we are going to do that, how
do we approach it. But on the approach we are taking, the dif-
ficulty in assessing like the grants, of how to assess whether it was
a good outcome or not, or what is the exact outcome we are assess-
ing, how do you do that where there is a program that has more
than one intended goal, and how do you assess it if it is economic
development and job training related and doing cross-cutting com-
parison, how do you line it up? What is the suggestion of how you
are approaching that, and it might of course be more department-
specific than the broad governmentwide.

Mr. JOHNSON. I am counting on you. [Laughter.]

Mr. MCSLARROW. It is an interesting thing that, of course, you
can have programs that have multiple goals. But if you get right
down to it, you should not. In other words, when we first came to
the Department 3 years ago we asked people: What do you think
the mission is? We had a million different answers. Well, the an-
swer the Secretary has given people and what we are implement-
ing is national security. All of that cascades down to the program
level. If things are cobbled together that really should not be, then
they ought to be separated. So there is a management choice that
you face as you go through this. I would not let the management
organizational structure drive how you do PART. PART form
should follow function. I probably cannot come up with anything
more cliche than that at the moment. But nonetheless, PART
should be viewed as a tool that is following the other decisions that
you are making. And so there may be many different aspects to a
particular goal, but if it is truly a coherent mission and some kind
of unit that is an integrated whole, you can judge that, and you can
judge that using the assessment rating tool.

Mr. PLATTS. And am I understanding you correctly that PART
also may help to identify—if you are looking at a program that has
these various objectives, goals that maybe should not be under that
same program, that you can, again from a management of that pro-
gram, say this one should be over here, and this one should be its
sole responsibility. Is that something you are seeing from your
PART process?

Mr. MCSLARROW. We do. And it is broader than that. One reason
why I was saying we would do this anyway now that we have seen
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the results, is that once you start asking these kinds of questions,
it is amazing the answers you get. It is that simple. It could be ex-
actly what you just described, or it could be other pieces of informa-
tion. This is a discipline that now everybody must follow, because
I have put all this into the performance criteria for how I judge
performance decisions for personnel, whether it is SES or GS. And
so now, all the way down the line people are turning around and
asking the same sets of questions, and you never know what you
are going to get. And so it has been useful in churning up some
other decisions.

Mr. PraTTS. My staff being always on top of things, I should ref-
erence when we talk about financial management and some of the
challenges out there, the information they have given me is the
DOE’s realignment of your financial operations through the A-76
process, and with the Federal employees winning the competition
and projected to save $30-plus million to taxpayers, that I should
highlight that fine financial management being conducted within
your department.

Mr. McSLARROW. Thank you. We are proud of it. We are proud
that our in-house team won. We were able to reduce the costs, we
were able to streamline from over 10 different financial manage-
ment sites down to 3, and, as you said, we are going to save the
Government some money and provide all the service. So it was a
win-win all the way around.

Mr. PLATTS. And it is a good story for employees out there. A—
76 is often looked at as kind of the enemy and it can be really a
great partner in helping employees strengthen their work and in
the goals they achieve and the services they provide for the funds
spent of taxpayer money.

Mr. McSLARROW. If I can, I think you raise an important point,
which is that in my view there is no hidden agenda here. This is
good management all the way around. And I think that is as true
for A—76 as it is for the PART process. We just had a discussion
about whether or not it hides a different agenda. Just from our De-
partment’s perspective, I do not need the PART tool to make a pol-
icy decision. The President sets a vision without using the PART
tool. We all know what that is and people can agree or disagree.
But the question is are you doing what you said you were going
to do, and under performance metrics are you accomplishing it.

And just to give you a counter example. I think most people
would associate our administration with oil and gas. I am for more
of it. They probably do not associate us with renewable energy. And
yet we have done the PART scores, the two that got rated ineffec-
tive were oil and gas, the renewable energy programs all got rated
very highly, and our funding decisions reflect that result. Oil and
gas funding was substantially decreased because we could not in
good conscience continue to throw money at that until we fixed the
problem. Ideologically, that is not where I am. But that was a pol-
icy neutral tool helping us try to figure out that we have a problem
and now we need to try to fix it.

Mr. PLATTS. And I think maybe the challenge as we go through
this process is the cynicism of Capitol Hill or Washington that
there has to be a hidden agenda. You know, you are really just
doing it for merit? That does not make sense. And I think you
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make the argument for why I commend the administration for the
management agenda in total and for PART especially, is you are
making your decisions more transparent, not less. Because the
President has the authority for political reasons to do this or that,
but, as you are saying, you are going to lay out the facts of these
assessments and be willing to defend our assessments and our ac-
tions based on them. That is a more transparent government,
which to me is a more accountable government for all American
taxpayers.

Let me move to the codification. I share the statements that you
have made in your testimonies and the importance of codification.
The GAO when they have done the review and looked at GPRA
and how it has kind of transpired over the 10 years, and the impor-
tance that they found placed on the statutory requirements of
GPRA from Federal managers knowing that it is here to stay and
not going to be subject to this administration versus the next, that
seems to argue pretty well in favor of codifying the PART process
as well.

One of the concerns we have heard last week and I think you
both share, and maybe you could expand on it, is how we go about
that and how restrictive or nonrestrictive we are if we are going
to codify programmatic reviews as a complement to GPRA.

Mr. JOHNSON. I think we do not restrict ourselves if we codify
the concept of program reviews, periodic program reviews. I think
it would be a mistake to lock in on one best way to do it. The
PART, we like it. Is it perfect? No. These programs are really hard
to measure and as we get smarter about it we will make tweaks
in the PART system. We get smarter every year, and we are going
to be smarter 2 years, 4 years from now about this. And maybe we
will not call it the PART, but the concept of asking ourselves do
these programs work, at what cost, and if they are not considered
to be satisfactory, what are we going to do about them, I think that
process, asking those questions, executive branch and Congress,
codifying that process is a very good idea. And I think it adds sub-
stance to the process envisioned by GPRA. It allows us to look at
large strategic questions and get the more detailed answers, this
part of the energy conservation works, this one does not, so more
of this, less of that. As you look at it by program, there is more
action oriented kinds of things—funding, management, structure of
programs—that can be looked at as a way to better pursue the
strategic goals that are laid out in GPRA.

Mr. PLATTS. Mr. Secretary.

Mr. McSLARROW. Well, on the general point, I will defer to my
leader to my right. But the only other thing I would say from an
agency perspective, he was quite right to chide me for saying OMB
makes us, the truth is it has been a cooperative process all along.
It has been a cooperative process not just in the ratings them-
selves, but in how we have developed PART, and it is a work in
process. So the only point I would say is that having the principle
codified makes sense to me, but the low should allow for the flexi-
bility, because we are all learning. As I say, this is a work in
progress that is getting better. I would not want to get hamstrung.
I think we are making good progress. We should be allowed to con-
tinue.
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Mr. PLATTS. How about in approaching it that we not define how
to go about it, but timeframes. Right now, we are kind of on a time-
frame of once in 5 years a program, at a minimum, will be re-
viewed, and perhaps, because of being re-PARTed, maybe two or
three times in that timeframe. That there be a minimum require-
ment that as part of this programmatic review that every program
has to be done at least once in 5 years, and perhaps for identifica-
tion by the administration of high priority programs maybe it
should be more current than 5 years, maybe it is once in 2 or 3
years. Thoughts on that type of language?

Mr. JOHNSON. I think I want to get back to you about the high
priority more frequently. I have not really thought about that. I
think the idea of a frequency of review is a good idea. I think the
idea of maybe talking about in the legislation the areas to perhaps
be addressed in any kind of performance assessment, to look at
performance and the availability of performance measures and effi-
ciency measures, and management acceptability, and fit with the
mission, and so forth, I think those kind of issues could be ref-
erenced in the legislation. But the idea of some programs being
done more frequently, I am going to have to get back to you on
that. It sounds like a good idea, but I really have not thought about
it.

Mr. PLATTS. When you talk about the area, are you talking about
those specific, how you look at something, or the area meaning——

Mr. JOHNSON. For any given program, I think what PART does
is it looks, amongst other things, at are there performance meas-
ures, relative to those measures, does the program produce the in-
tended results, what is the assessment of the management of the
program, is the program consistent with the mission of the depart-
ment or agency, and maybe if there is some deficiency in there. I
think it might be good to reference those aspects of any given pro-
gram as things that are important to consider in assessing a pro-
gram, but not specify the specific means by which those aspects are
looked at.

Mr. PLATTS. Secretary McSlarrow.

Mr. McSLARROW. That is the same thing I would add.

Mr. PraTTs. What about specific requirements on the cross-cut-
ting approach, that, yes, it is once every 5 years, but it is in this
year you should do all economic development together, or all job
training, too prescriptive?

Mr. JOHNSON. If the purpose of that question is can we be more
effective economic developers, how do the individual programs per-
form is one of the pieces of information we would look at. We might
define what is effective economic development, we might look at
what aspects of that definition of a successful economic develop-
ment effort do we now touch on with programs that we have, do
those programs work or not, are there some areas we do not ad-
dress, is it too scattered across agencies. There are a lot of different
aspects to look at. If the general focus is on economic in general,
PART is one piece. So maybe the bigger question is if the Congress
said or if executive branch said we want to look at all of economic
development, an Executive order or a request from Congress, or
whatever form it takes, PART would be a piece of information we
would look at, but it would not be the total of the analysis.
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Mr. PLATTS. How about a requirement, if a part of a program is
deemed ineffective, of mandatory re-PARTing? Again, if you want
to get back to us and give some thought to some of the specifics
that we looked at based on our hearings last year and this year,
but is that again making it mandatory that you have to re-PART?

Mr. JOHNSON. I think a program now is re-PARTed when the
agency believes that the situation has changed, that they have
worked to improve something, or they believe something might
have deteriorated. So if the result is not demonstrated, if they all
of a sudden get performance measures the next year which would
raise that part of the score, they would call for a re-PART. Then,
all of a sudden, if they are able to demonstrate the next year that
they are able to actually perform as defined by those measures,
that would call for a re-PART, and then if they were actually able
to reduce the cost of that or develop performance for cost-effective-
ness information. So, in some cases it would be re-PARTed because
it would be the status would change every year. Right now, it is
triggered by it is re-PARTed if it changes. If the status has not
changed, then the score does not change and it is not reassessed.

Mr. PLATTS. So keeping discretion at the agency level and OMB,
with the administration is going to be an important part of that de-
cisionmaking process?

Mr. JOHNSON. Right. One of the things we say at OMB, and I bet
you the agencies feel the same way, is the PART score is nice, but
that is just a means to an end. The most important part of any of
the PART review process is the recommended next steps; do we
change the management, do we change the structure, do we try to
build more accountability into it, do we change the way we, do we
want to write left-handed instead of right-handed, what do we
want to do differently. And it is the quality and aggressiveness of
that followup by the agency, it is the so what of it all. You got a
medium score, a bad score, a results not demonstrated score, what
is the so what of that? What is the agency doing to make that score
go up, to produce a more assured result as a result of that program
existing and money being appropriated to fund that program.

So what we have done, because we are now in the second year
so we have some things to followup from last year, we have a proc-
ess that we will be very actively involved in this year to periodi-
cally sit down with the agencies and say let’s go over all the pro-
grams, the quality of the followup, have we got performance meas-
ures that we did not have, have we changed the management as
we said we were going to do, have we structured, whatever. And
so it will be in those discussions where decisions will be made by
the agency, that for the presentation the point will be made by the
agency we have changed the situation with this program, let’s redo
the score on this and we will re-PART it. But the key is that we
build that habit in of reviewing, agencies reviewing with OMB, as
they like to do, looking over their shoulder just to make sure that
they are doing it aggressively and regularly and paying attention
to all the things, the followup actions that they said they were
going to engage in.

Mr. PLATTS. Secretary McSlarrow, it sounds from your previous
statements that your department’s look at re-PARTing is that your
managers have kind of well understood and bought into the impor-
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tance of this and the benefits of doing this for your agency. So
whether it is mandated that you are required in the timeframe of
more than once in 5 years for high priority, that really once you
have that mindset that this is helping you better manage, making
it mandatory in that sense really is probably not as critical because
you have that acceptance of the program’s benefits.

Mr. McSLARROW. I think that is true. And I have to say, to the
extent we have been successful through this process, it has been
because our career SES leadership has adopted this as their own.
Clay says very often that we are moving from the time where it
is the President’s PMA to an agency’s management initiative. The
same thing is true of PART. The value of PART is apparent in so
many ways that we have not even had a chance to talk about today
to these managers that I think it will continue on. But, as we all
know, things change, people have new initiatives. That is why I
think there is a value in having something put in GPRA that just
sends that signal that this is something that we should stay on top
of. But it is quite possible at DOE, for example, we may be doing
our “PART” even if they do not actually all end up in an OMB
agency PART process, just because we decide we want to do that
and because it may be easier just to have that cycle on an annual
basis. And we have not decided, you know, we are only in the sec-
ond year of this right now. But I think the more the agencies are
invested in this, the better and the more likely it is going to be
something that institutionally stays around.

Mr. PraTTs. To followup on the specific benefits, and you kind of
touched on to your managers, that relate to your department, you
seem to have had some success in trying to assess what appear to
be difficult outcome definitions regarding regulated activities and
research and development efforts. And that being a big part of your
department’s mission responsibility, what do you think the success
is behind your department’s efforts and what do you think would
be important for other departments to be aware of in how they are
looking at their regulated activities or their R&D programs?

Mr. McSLARROW. The first thing is the simplest, which is just
the nature of scores themselves. We were rated all red at the be-
ginning of this administration. That kind of gets your attention.
This is not well known, but the President meets with each cabinet
officer each year and goes over their ratings. So it has his and my
full attention. So No. 1, that is what makes a difference. Everybody
understands that this is going to happen and we are going to
march forward and get to green.

The second part of it is, as you point out

Mr. PLATTS. The analogy there being, if you are a fifth grader
and you know you are going to actually get tested on what you
read, you are probably going to make more certain that you read
it when that test day is coming up. Simple human nature.

Mr. McSLARROW. Right. There was a certain amount of that, and
I do not mean to trivialize this, but there was a certain amount of
going through the motions with GPRA. It really was not producing
change. It was not that it was not doing good things, it was, but
not changing the results. And I think that is what is different
about this process. As you point out, the hard thing for us has
been, and will continue to be, how do you judge R&D, how do you
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judge basic R&D and applied R&D. We actually led the effort, with
OMB, on behalf of the Government to try to develop the kind of cri-
teria by which you could judge the success of applied R&D. And I
would say that we have been modestly successful. But that is al-
ways a very tough thing to do. It is easier to sort of say, well, we
are going to run this big science accelerator and we are going to
throw a bunch of neutrons at a target and we are going to learn
something. It is hard to pin down a Nobel Prize winner and say
what exactly are you going to learn. He looks at you like you are
an idiot. But the truth is that——

Mr. PraTTS. Even if he told me, I probably would not know what
he told me.

Mr. McCSLARROW. You would not understand anyway, right. I
know I would not. But at the end of the day, it turns out that if
you actually sit down and walk through this, you learn quite a lot
about what it is you can accomplish and what are achievable objec-
tives and then you can throw those into a performance plan. And,
as I say, it is still a work in progress. But I think we have gone
a long way toward achieving that, which is one reason why last
year we were “Results Not Demonstrated” on those science projects
and this year they scored quite highly, and it was mainly the per-
formance metrics.

Mr. PLATTS. Is the President’s Management Council that you
serve on an avenue to share that with your counterparts elsewhere
in the administration?

Mr. McSLARROW. It is. Director Johnson is the chairman of that
Council. We meet monthly, and we have retreats and we talk. We
each have sort of lessons learned and we have talked a lot particu-
larly about the applied R&D, because, obviously, it is not some-
thing that is just DOE, there are other big science agencies or
agencies with big science budgets. So it is something we try to ex-
port. And, frankly, the philosophy of all of the President’s manage-
ment agenda has been instead of having 10 agencies doing the
same thing at once, to pick one who is a team leader and have the
rest of them work with that agency on an initiative, as we were the
team leader for applied R&D. And we are doing that in other re-
spects as well.

Mr. PratTs. Two other specific followups to your department.
The recent GAO report talked about agencies having difficulty
meshing GPRA and PART in that strategic plan approach with
more programmatic review. Is that something that you are experi-
encing? Or are you kind of ahead of the game and are better seeing
how they complement each other as opposed to being kind of sepa-
rate and independent efforts?

Mr. MCcSLARROW. I do not think we have had any problem mesh-
ing the two together. As I say, the political and the career manage-
ment leadership have seen this from the beginning. The only part,
and this just echoes what Director Johnson said earlier, that I
think we needed to get past was the idea that if everybody says
we are for budget and performance integration, well the proof of
the pudding is making that document be the budget itself. And I
think that is the one difference that people were not expecting
about what the administration did, put the performance plan and
make that the budget and combine those two documents. So that
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is how we believe we have satisfied the GPRA requirement. But ob-
viously there are other people who have different views on that.

Mr. PLATTS. I hope that we see more embracing of your approach
of the complement and how they go hand-in-hand, because I do
think they are kind of a great one-two effort in that broad strategic
approach and then how that translates down to individual pro-
grams.

Earlier we talked in a broad sense about communications with
the administration and Congress on performance budgeting and
the PART process and how it can benefit decisionmakers here on
the Hill. What has been your specific department’s experience with
your appropriators and how that has gone, and how you have com-
municated with them on your PART process?

Mr. McSLARROW. I would say it is a mixed bag. As you say, we
have both gone to at our appropriators, and Clay has led a team
of us and invited me to come along to try to make presentations
on what we are doing. I would say there is a certain amount of
skepticism by the appropriators. And it is kind of understandable,
I mean, we are only in the second year now. Essentially, up until
this last week, you had one data point. And I think as they see that
we are actually using this and that we are using it in a way that
is credible and transparent, they will begin to trust the information
we give them. And it is not that anybody is saying we do not trust
it, it is I would just say not fully embraced. And it is obviously a
mixed bag and it depends on who you are talking to, what staff or
whatever. But I would say it is better and more positive this year
than it was last year. And I would expect that by next year it will
be better still.

Mr. PraTTS. And hopefully that will be shared up here, the ef-
forts from the congressional side being an open-minded approach
from not just appropriators, but from my fellow authorizers as well
on the various committees.

Director Johnson, in your testimony you touched on the improper
payments aspect and the progress being made there. I was wonder-
ing if you could give a general update of kind of where you think
we are. Because whether it be part Improper Payments Act, you
know, a law kind of moving forward, and I guess later this year,
November 2004, being the timeframe for everybody coming on
board, in the times that we are in and with the deficit projections
that we are seeing, kind of tracking every dollar that we can is
something that is important. And when I look at the numbers, you
shared roughly $35 billion per $1 trillion in expenditure, if you
translate that to a $2.4 trillion budget, that is in line with the
numbers we have been hearing, that we are up in the $60 to $80
billion range of improper payments every year. It certainly is im-
portant for us to go after that. I was wondering if you can give us
a general update on where we stand on that issue.

Mr. JOHNSON. Well the general update is on the $1 trillion in
programs and the $35 billion, which is $30 billion too much and $5
billion too little, so it is a net savings of $25 billion, but the total
that is erroneous is $35 billion. Programs are being developed to
eliminate that erroneous payment level. And then agencies are
under way to analyze other trillion-plus dollars, programs that ac-
count for that spending, to determine the level of erroneous pay-
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ments there, and then action plans will be developed. One of our
challenges here is to get out of the business, get way beyond the
business of well, it was this percent, it needs to be this percent,
and some time or other it will come down. We need to try to be
very specific about when the desired result will be, when we can
possibly achieve it, when will we implement, what kind of program,
what kind of cause of error from this level to zero, and then get
the payment level down to the, as the bill called for it, level. A lot
of these programs will be politically controversial because they deal
with money going out to people in need. And if their money is going
to people in need that is going to them in error, some people will
not want to stop that payment. And we will have those debates and
Congress will decide in discussion with the executive branch
whether we pursue that or not, and there will be a lot of discus-
sion. But we are moving forward to develop action plans to reduce
orbico improve accuracy of payments to as near 100 percent as pos-
sible.

Mr. PrLaTTS. I appreciate the acknowledgement of the sensitivi-
ties in some. The earned income tax credit program, which my
memory is about an estimated 30 percent of improper payments. It
is really a disservice to those who need that assistance that we are
providing assistance to those not entitled to it. But trying to ad-
dress that problem is going to be politically sensitive.

Mr. JOHNSON. Yes. The politically naive answer that is if these
people are getting the payment, as opposed to the law calls for this
smaller group, let’s change law, and if you want them to get it, let’s
vote on it and get this large group to get the payment. But if the
law calls for this, our responsibility is to see that the law is being
implemented. But that is again politically naive, idealistic way of
thinking of things.

Mr. PLATTS. I am one who believes that idealism should remain
here in Washington and we should not give up on that approach.

Mr. JOHNSON. When the D.C. Idealist Club gets together

Mr. PLATTS. There will not be all whole lot of us there.

Mr. JOHNSON. It would not be a very large group. [Laughter.]

Mr. PLATTS. Well, we will build on it. Identifying that timeframe,
that is driven by where each department is or each program is?

Mr. JOHNSON. Yes, it is.

Mr. PLATTS. So it is not across the board by this date?

Mr. JOHNSON. Right. Yes.

Mr. PraTTs. OK. That is something that we will continue to look
at. I think Linda Springer is going to be up in the next month or
so with us and we will probably further explore it with her as well.
But your having touched on it, I appreciate your kind of giving us
that update.

Mr. JOHNSON. Be sure to give her very specific questions and
come prepared to answer, because I think we will be in a position
to do that. I'm not, she will be.

Mr. PLATTS. In several different departments or programs, where
they are?

Mr. JOHNSON. Right.

Mr. PLATTS. Great. I am checking to, you know, end the hearing
and find out that my staff really wanted something else addressed
that I did not. But I really appreciate the testimony here today,
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and most importantly your work out there across the government,
Director Johnson, and Secretary McSlarrow, in the Department of
Energy specifically, for you. I commend you personally and the ad-
ministration in total for this effort because the more we can focus
truly on the outcomes we are achieving for the money we are
spending, I think the better we are serving the people who sent us
here to do this work. On that, I think that is the approach when
people spend their own money in that household budget. They do
not just want to know, yes, I paid X dollars to these companies, but
did I get something I thought I was going to get for paying that
money out, was the service expected provided, or the goal achieved.

President Bush and the whole administration is to be com-
mended for your efforts. And as a subcommittee, we certainly look
forward to continuing to work with both of you to advance this ef-
fort and to fine tune it, and to look at things we can do such as
codifying this broad programmatic approach so that the benefits
are long enjoyed by future taxpayers and, in the end, programs are
running efficiently and effectively.

Mr. JOHNSON. Great.

Mr. PrLATTS. We will keep the record open for 2 weeks. If there
are any additional comments you want to share perhaps on specific
questions on the codification issue, we would welcome those.

I appreciate all who were in attendance today.

This hearing stands adjourned.

[Whereupon, at 3:40 p.m., the subcommittee was adjourned, to
reconvene at the call of the Chair.]

[The prepared statements of Hon. Edolphus Towns and Hon.
Carolyn B. Maloney, and additional information submitted for the
hearing record follow:]
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Congressman Ed Towns
Subcommittee on Government Efficiency, and Financial
Management: “The President’s Management Agenda — Are
Agencies Getting to Green?”
February 11, 2004

I would like to thank Chairman Platts for holding today’s
hearing, as we continue to evaluate and attempt to build on the
progress being made at the agencies under the President’s
Management Agenda.

Today’s hearing focuses on the Management Scorecard that
accompanied the FY 2005 budget released last week, with a
particular focus on the Administration’s budget and performance
integration initiative. As thié Subcommittee knows, initiatives
like these have been attempted for over five decades by
administrations of both political parties, but have often resulted
in only limited progress. While I commend the Administration

for attempting to bring about greater efficiencies and

accountability for the programs and services that our country
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relies upon every day, I remained concerned that the President’s
Management Agenda will be employed to alter the basic essence
of many necessary social programs that our citizens depend on.
Further, the Administration may be pursuing changes at the
program and agency level without enough information to justify
such changes. Lastly, it should be noted that while many
agencies have been upgraded in the five initiatives of the 2005
budget’s Management Scorecard, most are not achieving the
expected results or altering their outcomes enough to satisfy the
criteria set forth in the President’s Management Agenda,
perhaps requiring the missions of and measurements for the
Agenda to be reevaluated.

Of particular concern for me are issues relating to the
Competitive Sourcing initiative as well as the Budget and
Performance Integration initiative. As I have stated previously,
while the private sector can be viewed as a model for improving

the efficiency of our government, it cannot be used as a
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substitute for our reliable and dedicated civil service system.
Perhaps this is why 12 out of 26 agencies within‘the
Management Scorecard are not able to achieve a color score
higher than “Red” in their latest evaluations for the Competitive
Sourcing initiative.

More, I remained concerned that the Program Assessment
Rating Tool of the Budget and Performance Integration initiative
is not adequately assessing programs, as demonstrated by the
37% of programs that cannot fulfill the subjective and inflexible
standards of PART. As we hear from our witnesses today, I am
hopeful they can expand upon how PART is justifying the cuts
made to programs worth approximately $1.5 billion, while still
not demonstrating outcomes for roughly 37% of the 400
programs evaluated.

I look forward to hearing from today’s witnesses on the

progress the administration is making on its management agenda
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as well as their response to some of the concerns that I have

raised.
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Mr. Chairman, thank you for holding this hearing.

As I mentioned last week, GPRA was the first bill I managed on the Floor of the House of
Representatives after I was elected in 1992. It was an important shift in the way we manage our
government, particularly now when we are facing a historic, record-breaking $521 billion deficit.
1 feel we have seen progress in making our agencies more efficient, more accountable, and more
transparent.

The President’s Management Agenda is a challenging goal set by the President to
improve the management of the government to adopt more business-like principles and practices
from the private sector, emphasizing performance and results. Clearly, I support a streamlined
government that reduces waste and increases performance. However, I am concerned that
ideological concems could play a greater role in determining which agency receives a green
rating and which does not, thereby impacting funding levels. As Iunderstand it, the PMA
program also scores according to faith-based initiatives. I'hope to learn from Mr. Johnson, how
that type of standard impacts funding for HHS programs and AID programs, among others.

1 am also interested in learning about the Competitive Source initiative that is part of the
PMA. How has that impacted our federal employees? How many people have been laid off
because of this initiative and does the federal government actually benefit from increased =
contracts with the private sector?

Finally, I would like to note that 13 of the programs that were eliminated in the
President’s FY05 budget had low PART scores. I am interested in hearing what these programs
were and why the specifics as to why they were eliminated.

1 thank the witnesses for being here today and lock forward to your testimony.

Thank you.

PRINTED ON RECVCLED PAPER
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QUESTIONS FROM REPRESENTATIVE BLACKBURN

Contract Reform

QL.

Al

A recent report by GAO states that DOE’s contract reforms have not improved contractor
performance and that cost increases and delays in the department have not changed since
1996. How has DOE established clear goals, results-oriented outcome measures, and
performance data to prevent fraud, waste, and abuse in this area?

On September 17, 2002, the General Accounting Office issued a report entitled “Contract
Reform: DOE Has Made Progress, but Actions Needed to Ensure Initiatives Have
Improved Results” (GAO-02-798). The report was one of a series issued by GAO on the
status of a 1994 DOE initiative to reform certain policies and procedures relating to DOE
management and operating contracts. The report contained a single recommendation that
the Department develop an approach to implementing its management improvement
initiatives that incorporated the best practices of high performing organizations, including
defined goals, an implementation strategy, results-oriented outcome measures and an
evaluation mechanism that uses results-oriented data, The Department concurred in the

GAOQ’s recommendation.

The Department has taken many significant steps both before and after the GAO report to
strengthen its contract management. The more significant of these are highlighted below.
The Department continues to seek ways to expand the implementation of what works and
what does not. The changes that DOE has recently made and continues to make are just
taking hold and should produce positive and observable results. The Department is

working to develop the results-oriented performance measures that will allow it to assess
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and report the impact of these changes. However, this is an iterative and learning

process, and requires time to be fully realized.

On October 1, 2003, the Department issued DOE Notice 125.1, entitled “Managing
Critical Management Improvement Initiatives.” This notice establishes, as DOE policy, a
systematic, results oriented approach for the management of critical management
improvement initiatives undertaken by DOE and ensures senior management

involvement in the process.

In conducting the analysis contained in the report, GAO expanded the scope of its
inquiries beyond the 1994 initiative to the management of DOE projects and DOE’s
recent efforts to reform its project management discipline. The aforementioned GAO
report compared 25 major projects in 1996 with 16 major projects in 2001. The GAO
stated that the status of the major DOE projects reviewed did not indicate improved
performance. Regarding the GAO’s issues related to performance-based contracting,
measures, and incentives, the Department has implemented a number initiatives in
contract formation and contract administration designed to improve both contractor

performance and Government management of DOE contracts.

In order to address challenges to improving the performance under its contracts and
major projects, DOE has aggressively undertaken a number of significant steps. In 1999,
the Department established the Office of Engineering and Construction Management to

lead the initiative to improve project management within the Department. In October
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2000, DOE issued a new policy, order and guidance. In March 2003, the Department
issued a manual that required the approval of projects of $5 million and above at the
Assistant Secretary level or higher, and a project tracking system and monthly status
reports on all projects with total costs over $5 million. In addition, the order and manual
also included requirements for sound upfront acquisition planning for all projects at that
level. Furthermore, DOE established a performance goal that 90% of its projects will

perform within the approved cost and schedule goals.

Top level DOE management is taking aggressive measures to ensure that performance
challenges are identified and addressed. The Deputy Secretary receives monthly status
reports which identify all under-performing projects in the Department’s portfolio. The
Deputy Secretary or Associate Deputy Secretary meets personally with the leaders
responsible for those projects to discuss strategies for getting under-performing projects

back on track.

Commencing in 2001, the Department put in place numerous contracts with either multi-
year incentives or which were awarded on a cost-plus-incentive-fee completion basis.
These contracts not only provide incentives to the contractor to achieve the Department’s

objectives, but if possible, exceed them.

On November 14, 2000, the Office of Science issued implementation guidance for annual

laboratory performance evaluations to support the Department’s commitment to
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performance-based management and contracting. On July 2, 2002, the DOE Office of
Environmental Management issued policy and guidance on establishing contract
performance objectives and incentives to aggressively challenge contractors to accelerate
clean-up and remediation objectives and provide for enhanced safety and risk reduction.”
In addition, many of the contracts used by the Office of Environmental Management for
its clean-up projects have adopted more aggressive, single focused and specific
completion, schedule and cost targets that tie the contractor’s ability to earn of fee to

achieving those specific objectives.

As these steps produce results, the Department will assess its progress and refine its
processes, as necessary, to achieve measurable and meaningful improvements in meeting

its missions and objectives.
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NNSA Workforce

Q2.

A2,

‘What is the current status of a long-term strategic approach for NNSA’s workforce?
(National Nuclear Security Administration)
NNSA'’s strategic approach to workforce management has two parts. First, NNSA is
redeploying and placing employees to implement its new organizational structure-- the
NNSA of the Future-- by the end of FY 2004. In addition, NNSA is performing the
workforce planning needed to sustain this organization with a dedicated, skilled, and
properly deployed workforce in the years to follow.
Implementing the NNSA of the Future
In December 2002, NNSA formally established a new organizational structure. The new
organization is designed to enhance the operational efficiency and programmatic
effectiveness of the Nation’s nuclear security enterprise. It does so by:
o Eliminating a layer of management by disestablishing three Operations Offices
« Consolidating business, administrative, and technical services into a single NNSA
Service Center in Albuquerque, New Mexico;
« Establishing and strengthening the authority of eight Site Offices that are close to
where the mission work is performed; and by
s Rightsizing the Headquarters staff to perform policy support and program
management.
At the same time, NNSA also realigned key staff, reengineered several key business

processes, and set ambitious targets for reducing Federal staffing levels.
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The Federal staffing targets first set by the Administrator reflect the changing
programmatic priorities of NNSA’s mission. The Administrator committed to reducing
the Federal staff supporting the nuclear weapons complex by almost 20% by the end of
FY 2004. In contrast, the targets for organizations with expanding missions such as
nuclear nonproliferation, transportation safeguards, and emergency operations reflect an

increase in staffing levels.

To document its approach and plan for aligning the NNSA workforce to the restructured
organization and to meet staffing targets, NNSA developed an NNSA Employee
Redeployment and Placement Plan in February 2003. The plan formalized the process
that NNSA is using to direct the reassignments of Service Center employees located in
the former operations offices in Oakland, California and Las Vegas, Nevada to a single
location in Albuquerque. It also directed NNSA organization heads to develop Managed
Staffing Plans that define the organization and staffing structures required to meet new

organizational responsibilities and targets.

From FY 2002 to FY 2003, NNSA has reduced its Federal headcount from 2,003
employees to 1,768. By the end of FY 2004, NNSA plans to reduce its headcount to
1,705. NNSA has also accomplished the following:

« Finalized Managed Staffing Plans for all major organizations that outline their FY

2004 staffing requirements based on analyses of functions;
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o Identified new positions and potentially excess positions that will no longer be
required after FY 2004;

o Provided advance Notifications of Expected Position Abolishment to 65 surplus
employees who occupy positions that will no longer be needed after FY 2004,

« Provided Notices of Directed Reassignment to 200 employees currently located in Las
Vegas, Oakland, and the Washington, DC area, directing them to report to the
Albuguerque Service Center no later than August 2004 (100 of the employees
accepted the reassignment);

o Created an NNSA Career Transition and Assistance Policy (CTAP) to give hiring
preferences and career transition benefits to affected employees; and

« Processed buyouts for 165 employees in targeted parts of the organization.

Currently, NNSA is more than half way through this 21-month redeployment process.
We have begun relocating the 100 Service Center employees who have accepted their
reassignment to Albuquerque. In addition, NNSA has reduced the number of surplus
employees from 65 to 45 voluntarily through reassignments, job placements, and
retirements. By September 2004, NNSA plans to have all employees redeployed to the
Service Center and to meet its staffing targets.

Workforce Planning

While undertaking the activities needed to staff the restructured organization, NNSA also
recognizes the need for a long-term strategic approach to sustaining the new organization

with a dedicated, skilled, and properly deployed workforce. As a result, NNSA’s vision



68

for human capital management is to recruit skills to fill critical vacancies and to develop,

reward, and retain the workforce.

Since its creation as a semi-autonomous agency, NNSA has developed buman resources
policies and practices that support this vision. For example, NNSA created a single
NNSA-wide Performance Management System to provide feedback to and reward the
performance of its employees. Similarly, NNSA established a Merit Promotion Plan to

encourage carcer development.

Perhaps one of the most importance achievements in NNSA’s efforts to take a strategic
approach to its workforce is the development of the NNSA Workforce Plan, completed in
December 2003. The Plan is designed to mitigate the impact of losing a large percentage
of the workforce over the next five to ten years by planning for the recruitment and
replacement of intellectual talent. NNSA considers this Workforce Plan as vital for a
steady flow of recruitment, retention, relocation, management, and retirement of NNSA’s

most valuable asset—its diverse and talented people.

To develop the Workforce Plan, NNSA conducted an analysis of future staffing
requirements and compared them to the projected available workforce. To address
findings and close the projected skill gaps, the Plan contains an action plan that NNSA is

currently implementing. Based on the Plan, NNSA’s path forward is to:

« Develop, institutionalize, and refine a professional career development program;
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. bevelop recruitment, retention, and relocation strategies based on findings in
workforce planning analysis;

« Establish a knowledge management program to transfer the knowledge of the
organization to NNSA’s current and future workforce;

« Target 15% of NNSA’s overall recruitment efforts to entry-level hires for closing
skill gaps and “filling the pipeline” through the intern, co-op, and other available
special interest programs;

« Review current retention allowance practices;

» Regularly review the effectiveness of management accountability in the performance
management systems, and make global modifications, when and where necessary that
enforce management accountability;

o Involve NNSA management and other stakeholders in the Workforce Plan initiatives
through the Associate Administrator for Management and Administration as the
advocate for workforce planning;

« Monitor and review the status of actions, milestones, and progress towards meeting
performance measures in the workforce plan; and

» Updating the NNSA Workforce Plan annually or as required by emerging

requirements, whichever is sooner.

In addition, the plan articulates the need for NNSA to continue its work to transform
itself into an organization that embraces diversity. NNSA has pledged to continue to

uphold its vision that emphasizes outreach and recruitment of a diverse workforce and the
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establishment of policies that solidify the recruitment goals of underrepresented groups

and protect the individual rights of employees.

What’s Ahead

During the next six months, NNSA is expected to complete the redeployment needed to
staff the NNSA of the Future in its fully implemented state. Success will be measured by
the completion of the placement of surplus employees into new jobs, the relocation of all
Service Center staff to Albuquerque, and the filling of critical skill vacancies at the Site
Offices and at Headquarters. At the same time, NNSA will be implementing actions
within its ambitious Workforce Plan designed to build and strengthen the workforce

needed to sustain the Nation’s nuclear security enterprise into the future.
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PPBE Process

Q3.

A3.

What is the status of NNSA’s planning, programming, budgeting, and evaluation
process?

The NNSA is now in the third cycle of the Congressionally-directed planning,
programming, budgeting, and evaluation process. The process is the core business
practice of the NNSA. The cornerstone of the process to date, the Programming phase,
has provided the discipline to consider diverse program requirements while remaining
within the funding envelope provided through the Future-Years Nuclear Security
Program (FYNSP). For example, the significant emerging Design Basis Threat
requirements were accommodated within the FYNSP limits by rebalancing other program

work to enforce the fiscal discipline inherent with the NNSA’s FYNSP.

Significant efforts in the past year focused on improving the use of financial management
information and integrating budget and performance. A disciplined evaluation process
was defined, with the Administrator conducting an intensive corporate review of every
NNSA program. The results of the evaluation process were captured in the
Administrators’ Annual Performance Report, which documented the results from the
corporate reviews, the quarterly performance reporting in the Department’s Joule system,

and the results of the OMB PART reviews and NNSA self-assessments.
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In response to the Congressional requirement for an independent review of the
process, the Department of Energy’s Inspector General (IG) completed a
comprehensive review of the NNSA process. The IG found that the NNSA
process was consistent with the Department of Defense process and provided a
mechanism for making centralized resource allocation decisions. The IG
recommended that NNSA improve the communication of PPBE to employees and
contractors through additional training and guidance, and the NNSA has already
implemented the appropriate actions. Efforts in the upcoming year will continue
to address the IG’s finding regarding a formal process for validating contractor

budget estimates and assessing management’s needs for independent analytical

support.

Nuclear Weapons

Q4. How has NNSA developed a plan to effectively coordinate the management of the
nuclear weapons science and production functions?

A4, The goal of NNSA’s stockpile stewardship program is to ensure the continued

safety, security and reliability of the nuclear weapons deterrent. This requires the
close and effective integration of science, engineering and production work
carried out at the three weapons laboratories, the four production sites and the
Nevada Test Site. The formal, integrated process called 6X allows the weapons
complex along with the military services to evaluate, plan, and schedule specific
refurbishment actions needed to support each weapon system. NNSA has also put
in place a planning and budgeting framework that encompasses 5 years and is

comprised of 4 major program elements: Directed Stockpile Work, Campaigns,
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Readiness in Technical Base and Facilities and Secure Transportation Asset all

support the nuclear deterrent.

GAO and DOE’s Inspector General have stated that DOE’s Infrastructure and its
operations are at high risk due to inadequate maintenance. How do you plan to
address these problems?

1 am committed to improving the management of the Department’s real property
assets. [ approved a new directive, DOE Order 430.1B, Real Property Asset
Management , on September 24, 2003, which complements DOE Order 413.3,
Program and Project Management for the Aequisition of Capital Assets, by putting
the Department on the path to improve the management of our real property
facilities and infrastructure. The new directive establishes an integrated corporate-
level, performance based approach to the life-cycle management of the
Department’s real property assets. It links real property asset planning,
programming, budgeting and evaluation to the Department’s multi-faceted

missions.

To improve the management of the Department’s real property assets, I formally
directed the Department’s two Under Secretaries to take a leadership role in the

implementation of the directive within their organizations.

Successful implementation of this order will enable the Department to carry out our

stewardship responsibilities, and will ensure that our facilities and infrastructure are
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properly sized and in a condition to meet our mission requirements today and in the
future.
This past November, your Inspector General stated that DOE faces critical
internal control problems in contract administration, project management and
information technology. How do you plan to address these problems and how did
they affect PART evaluations?
1 believe the Department of Energy (DOE) has taken many significant steps to

improve contract administration, project management and information

technology.

In the area of contract management, DOE has changed its policies with respect to
its Management and Operating contracts and has competed over 25 major facility
contracts valued in excess of $50 billion. Over the last several years, DOE has
introduced a set of formal requirements relating to acquisition planning and
contract administration that ensure that a procurement is planned at both the front
end of the process as well as in a post-award environment. In addition, DOE has
applied the principles of performance-based contracting to its high dollar value
service contracts. Further, DOE has instituted a comprehensive career
development program for its contract specialist workforce and has achieved a 92

percent level of professional certification for contract specialists.

With regard to project management, we have issued an order which establishes a
common Department-wide framework for managing capital asset acquisitions and

a manual which further explains the requirements. The order and manual require
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the use of Earned Value Management Systems, which are the industry standard to
determine project performance. We have also implemented a system to track
project performance. The Deputy Secretary or the Associate Deputy Secretary
meets personally with the senior leaders responsible for any under-performing
projects to discuss strategies to get the project back on track. In addition, the
Department has established a Project Management Career Development Program

to certify project managers.

With regard to information technology, the Department has established an
enterprise architecture, leveraged the Department’s purchasing power through the
acquisition of enterprise licenses and standardized much of our information
technology infrastructure. We have also developed solid business cases for most
of our information technology systems and have instituted quarterly reviews of
major systems projects to ensure they are on schedule and cost and are meeting
performance targets. We have also launched an initiative to build an integrated
business management system. The first modules, which include a data warehouse

and finance/accounting, will become operational by the end of the year.

To ensure the Department continues to make improvements, we have identified
seven areas, including contract competition, project management, and information
technology, as management challenges for 2004. Each challenge has a taskforce,
which is headed by a senior leader, as well as defined deliverables and action

plans. The teams regularly brief the Deputy Secretary on their status.
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In the area of contract competition, the taskforce will focus on the
recommendations of the recent report by the Secretary’s Energy Advisory Board
on contract competition. With regard to project management, we will seek to
increase the number of certified project managers, expand the use of earned value
management, and broaden the use of project management principles. In the area
of information technology, we will focus on improving cyber security,
implementing our integrated business management system, and improving the

management of major IT investments.

With regard to the impact of these initiatives on PART scores, PART reviews are
conducted on programs, and areas such as information technology, project
management and contracting are factored into PART scores primarily through the
“Management” and “Results” sections of the PART. While performance in these
areas contributes to the overall success of a program, they do not directly impact

PART scores.



